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FRIDAY, NOVEMBER 13, 1953 


House or REPRESENTATIVES, 
Mivirary OPERATIONS SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 9:30 a. m., Hon. R. Walter Riehlman (sub- 
committee chairman) presiding. 

(Members present: Hon. R. Walter Riehlman, William FE. Miller, 
Chet Holifield, and Frank Ikard. ) 

(Also present: Paul J. Cotter, chief counsel; Michael P. Balwan, 
staff director ; and Robert Morris, staff member. ) 

Mr. Rreutman. The subcommittee will come to order, please. I 
would like to read a brief statement into the record. 

The hearing today relates to the Navy’s procurement of wiping 
cloths and, in particular, will go into contracts for these supplies had 
with Grossman & Sons, Inc., of Columbus, Ohio; the Leshner Corp., of 
Hamilton, Ohio; and the Sanitary Wiping Cloth & Burlap Co., of 
Wilkes-Barre, Pa. 

It is understood that from 1951 to date the Navy has awarded con- 
tracts totaling approximately $13,500,000 for wiping cloths, of which 
Grossman & Sons, Inc., received contracts aggregating about $1,350,- 
000; the Leshner Corp. about $1,700,000; and the Sanitary Wiping 
Cloth & Burlap Co. about $3,900,000. 

The reason for holding this hearing, which is based upon investiga- 
tion conducted by the GAO Investigation Division and the staff of 
this subcommittee, is our concern over the manner in which it might 
appear that the Navy’s Inspection Service, over a period of years, 
has been duped by contractors into the acceptance of material which 
did not comply with Navy specifications. We are concerned with the 
fact that after the Navy was put on notice at an early date that at- 
tempts would be made to ship inferior products, it did not adopt pro- 
cedures adequate to prevent this from occurring. If certain of the 
information, as developed in this investigation, is true with respect to 
the inspection and acceptance of wiping cloths, we are deeply con- 
cerned as to the adequacy and effectiveness of the Navy’s inspection on 
other more important and complicated items crucial to our national 
defense. The facts as disclosed raise a serious question with respect 
to the manner in which Navy personnel have administered these con- 
tracts. The acceptance of gratuities by inspection personnel and the 
failure on the part of the Navy to take prompt remedial action when 
indications of deception came to light, give great concern as to the 
competence of the inspection organization. The subcommittee would 
also like to ascertain more information with respect to the procedures 
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employed within the Navy as to the handling of fraud matters, in- 
cluding investigation and reference for appropriate action, and we 
are somewhat at a loss to understand why so much of the material re- 
lating to inspections and reports of irregularities on contracts calling 
for the delivery of wiping cloths is ¢ lassified as “sec urity information. 3 

This subcommittee on previous occasions has been critical of the 
military establishments, not only the Navy, for lax and unbusinesslike 
practices; for reluctance to take prompt corrective action; and for 
failure to fix responsibility. In its July report on the procurement 
phase of its study of business operations in the defense establishments 
certain findings and recommendations were made in this regard. It 
must be stated that to date the committee is not entirely pleased with 
the action taken to correct these conditions. I wish to make very clear 
that we intend to follow up on these matters and to continue to dig out 
and expose such conditions and practices as long as we find them 
to exist. 

We have as our first witness this morning Vice Admiral Gingrich. 
Mr. Miller, will you please swear the witness. 

(The witness was duly sworn. ) 


TESTIMONY OF VICE ADM. JOHN GINGRICH, UNITED STATES NAVY, 
CHIEF OF NAVAL MATERIAL 


Admiral Ginericn. Mr. Chairman, I am grateful for the oppor- 
tunity of appearing before you and of ¥ phecgpsen a brief statement. 
A number of other witnesses for the Navy are here to give precise, 
detailed information about the Grossman case and about our inspec- 
tion service. 

It is proper, of course, that the appropriate committees of the Con- 
gress investigate and conduct hearings to assure themselves that ap- 
propriated funds are properly and prudently spent. It is equally 
proper and necessary for those of us in the administrative branches 
of the Government who are charged with the responsibility of expend- 
ing these funds to assure ourselves that they are spent prudently and 
properly. 

The allegations contained in the matter now before you are of grave 
concern to the De ‘partment of the Navy. You may be assured of the 
complete sone ration of the Naval Establishment in helping you to 
develop the facts and in exploring every pertinent detail. Our wit- 
nesses will be frank in answering your questions. 

There are two aspects to this case. First, the allegedly fraudulent 
and improper action on the part of the contractor. A candid report 
by the Navy regarding possible fradulent conduct was submitted for 
appropriate action to the Department of Justice more than a year ago. 
The exact date was October 28, 1952. We are advised that, so far, 
action in this case has not been completed by the Department of 
Justice. The second aspect, and of understandably unique concern to 
the Navy, is the allegedly improper conduct of certain Government 
personnel and the negligent e of others in the performance of their 
duties. The Navy is currently conducting an additional investigation 
of this phase of the matter 

I am unable to wait until the Department of Justice has completed 
their case before I take action because I feel one of the requisites of 
discipline in the Navy is that it be conducted expeditiously. This case 
came personally to the Secretary and myself last week. 
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It is essential that all governmental agencies adhere to the highest 
principles of ethics in conducting their business affairs. The Navy’s 
unswerving course is chartered in that direction. We are a very large 
organization and, unhappily, there can be exceptional instances when 
our record may be marred. By tradition and by dedication of pur 
pose, it is important that we keep our house in order and to this end 
we welcome the help of anyone in the Government who is in a position 
to give it to us. You can be certain that, when required, remedial 
action is—or will be—vigorous. 

I would like, personally, to assure the committee that we in the Navy 
who have pursued this matter will not let it rest until every corrective 
step has been taken in keeping with the best interests of the 
United States. 

Mr. Rrenuman. Thank you, Admiral. 

Admiral Ginericu. In this connection, I might say that I feel the 
Navy has been derelict and negligent, that is, in this aspect of its 
inspection. I am at present organizing within the office of Naval 
Material a Security Division which will comprise not only an Investi 
gative Division, but a Physical Security Divison, a Document Control 
Division, and a Personnel Security Control Division. I believe that 
structure is necessary in order to protect those elements of our security 
and of our investigation of inspectors, of which we have such a large 
number, and I’m setting it up that way. 

Mr. Rresitman. We appreciate your willingness to cooperate in this 
case, and we want to assure you when this hearing is completed and 
the record is written and we can pl we the responsibility, we are going 
to follow through to see that this matter of discipline in the Service 
is properly adhered to and that we will see some—if I can use the 
word—drastic action to correct these procurement programs. That 
goes for the other services as well. 

Admiral GinericH. If we find these people guilty, we will take 
drastic disciplinary action, and I feel we are taking the proper correc- 
tive ste ps now vith respect to the whole prob lem of protec ting our 
Interest in lompaciien 

Mr. Rrexuman. Thank you very much, Admiral. 

Our next witness is Mr. William L. Ellis. Mr. Holifield, will you 
swear the witness. 

(The witness was duly sworn.) 


TESTIMONY OF WILLIAM L. ELLIS, OFFICE OF INVESTIGATION, 
GENERAL ACCOUNTING OFFICE 


Mr. Exxis. My name is William Ellis, Office of Investigation, Gen- 
eral Accounting Office. 

Mr. Rientman. And you have a prepared statement ? 

Mr. Exuis. I have a statement prepared, but not written out 
formally. I have a number of notes from which to report to this com- 
mittee our finding with respect to inspection of Navy material; partic- 
ularly wiping rags. We got into this matter last spring as a result of 
certain information that came to us during the course of our inspection 
of the Navy office at Cleveland, which is in charge of this inspection 
matter. 

We learned of the problem which had confronted the Department, 
in fact, has been confronting the Department for some years. This is 
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not new. It isa serious matter which has been a sore spot to the Navy 
for some time. We learned it had gone to the Justice Department 
and we learned from Columbus that no prosecution was contemplated. 
We felt a good deal had to be done because we were still doing business 
with the particular firm in question. The problem goes far beyond 
that particular firm. I want to emphasize that the list of gifts, 
expenses, and favors of some variety is not the nub of the case. That 
was found in the case of one firm, but only one. We have found a 
practice among all the firms we have examined of selling to the Navy 
a certain type of cloths at a certain price and delivering a different 
kind of cloths at a different price. This would perhaps not be too 
serious except for the fact it is such a large item. The Navy has 
bought $13.5 million of cloths in the Jast 3 or 4 years. Instead of 13 
cents a pound, thought to be a good price, we are more nearly paying 
60 or 65 cents a pound for the rags ordered. 

In the Navy—and I do not doubt in some of the other Services as 
well, although we have not examined them—the specifications specify 
that the rags must be soft, they must be absorbent, and they must be 
cotton. Until last winter the specifications specified they could not 
include any denim. Denim is no more than the blue jeans we have 
at home. They may not include rags that have buttons or zippers. 
They must be so big. They must not be tattered or have a large mesh 
that reduces the absorbency. That is what is called for in the bid. 

While the possible inefficiency of inspection service at the plant 
is the main problem of the inquiry—you understand these are in- 
spected at the plant of the contractor, and once being stamped they 
went into the freight cars and were paid for—not only is the inefh- 
cient inspection the nub of the problem, but I think you would be 
interested in the bad procedure. The contracts were let on bid, and 
the lowest bid was required to be accepted. The Navy seemed to get 
a good price because the companies did not plan to furnish what the 
bids called for, and we were told a man who planned to furnish what 
the bids called for would have to have more money than the successful 
bidder got. 

The procurement system which the statute has called for since the 
1860’s of advertising for bids means that the low bidder has got to 
furnish the material called for in the bid or the way is wide open for 
fraud. The procurement system will not work if we do not have an 
adequate inspection to see that we get what the bid calls for. It is 
not an answer to say these other rags are just as good. If substandard 
material can be delivered, then the honest bidder has no chance. 

Mr. Rreutman. When certain specifications are required for the 
procurement of any item, if they are not lived up to, there is no use 
in having specifications. 

Mr. Exxis. That is the point. The entire system will fail unless 
you have adequate inspection. Our friends in the Navy have been 
very receptive and cooperative and I am sure they will now give it 
the attention it deserves. They will have to consider whether the 
system of plant inspection is adequate for goods of this character. 

Mr. Hoxirrexp. Is it not possible the specifications are so high they 
cannot get an adequate supply of the wiping cloths they want? 

Mr. Exuis. We are told that the class 2 cloths—that means reused, 
old clothes, for example—we are told that the industry has a little 
higher specification, actually, than these class 2 cloths. While the 
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specifications seem to me to be specific—I am not an expert in the 
field—the trade people say that private industry actually demands 
a better class rag. 

Here is one result we hear has occurred. Some parts of the Service 
have abandoned this procedure and are going to commercial laun- 
dries and paying the laundry so much per use, and of course are 
getting a much better grade of rag. 

I inally, on this general presentation, there is no possible way to 
know actually what is the current price being paid for good rags. 
We have proof that bad rags are still being delivered, plenty of them. 
If a man reaches in the bundle and wants a cotton cloth to wipe 
lathe with, he picks up a piece of silk and throws it aside, picks . 
a piece of rayon and throws it aside, and finally finds a good one and 
the other go down the drain. It is not enough to deal from the stand- 
point of inspection; you have to follow the procedure all the way 
through. 

The price paid for these rags is apparently favorable, down to about 
13 cents, and if we could accept that the actual rags are being delivered 
and are as good as trade No. 2 rags, they get a better price than in the 
industry. There is some doubt of th: at, however, because the industr y 
people themselves have pointed out what a terrific problem it is for a 
person to deal with when the inspection procedure is adequate at point 
A and extremely lax at point B. The dealer at point B is getting 
away with something, and the man at point A cannot compete. The 
head of the Institute advised the Navy 2 years ago that bales being 
inspected at point A may meet your strict inspection, but others do 
not. That is the sore spot to the industry. That was 2 years ago. We 
find now how the other plants have operated to meet that type of com- 
petition, namely, by furnishing the same type of goods. 

These rags are delivered in 50-pound bales. <A bale stands up about 
so high [indicating], I guess. The inspector is an employee of the 
Navy who works for the Office of Naval Material, and he is stationed in 
the area where the plant is located and goes out to the plant and sup- 
posedly does his job there. I think it is of interest to the committee 
to point out that the service does not have a system under which, if 
there is a requirement, say, for 15 million pounds of rags, a man says 
to the Admiral wanting the service, “You get the rags and deliver 
them to the point needed and see they are good rags.” The purchase 
is done by an office in New York, the inspection is done in most cases 
under authority of the Cleveland office under the Bureau of Naval 
Material, and the rags are delivered to a third place where needed and 
paid for at a fourth place. It is possible that anasennieee of function 
has something to do with the problem. The people at New York were 
advised some time ago that the goods being delivered at Norfolk were 
no good, but New York had no direct authority over the inspectors 
and lack of a direct line of authority may have had something to do 
with the problem. 

Let us see what actually happens at inspection points. Say a dozen 
bales are to be inspected. Each bale is numbered and the inspector 
would say to the contractor, “I want to see this list of bales,” giving 
the numbers. The inspector is deciding which bales will be inspec ted. 
The only thing is, the contractor has a group of 12 or 50 or 100 bales— 
there are 750 bales to a car—the contractor has 12 or 50 bales that are 
mighty fine bales. They are not numbered. So as soon as the inspec- 
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tor says, “I want bale 191,” the contractor then pulls slip No. 191 from 
his pocket and puts it on this unnumbered bale and says, “See how 
good the bale is.” We used to call it a shell game. You cannot lose. 

Another way, the inspector would say, “I want to look at that one,” 
pointing to a bale. His attention is called away and instead of bring- 
ing down that bale another one is brought down which is a good one. 
Those bales that had been inspected and found good were then trun- 
dled off to the side and held for the next inspection and were re-in- 
spected time after time. They had to be dusted off so that they would 
seem like new bales. There is one place we were told if one of these 
good bales had a bright cloth or something that would call attention to 
it, it had to be taken off. 

In addition, an arbitrary weight was placed on the bales. And 
on the moisture test, let me explain that. Of course, if you are paying 
by the pound and get a lot of wet rays, you get a lot of water, so 
the specifications are very careful about the allowable moisture con- 
tent. The specifications are fine. Everything is fine except the way 
it works out. Out of a whole pile of bales, somebody get a sample 
of ten pounds. The rags are put on a scale to see how much they 
weigh, and then we are going to dry them and see what they weigh, 
and that is the applicable figure for the whole bale. A pile this high 
is put on the scale and carefully weighed. Then the rags are put into 
a dryer like we have at home and thoroughly dried and we weigh 
them again. The difference shows how much moisture was in it. If 
there is half a pound of difference it shows there is quite a bit of water 
in that whole pile and the price will have to go down. So the con- 
tractor’s man, as it comes out of the dryer, pulls out of his pocket 
one or two rags and puts them on the ten-pound sample so that the 
weight will not go down too much. Sometimes they weighed more 
after being dried than before and nobody could figure that out. 

In another instance they were using a hidden baler nobody knew 
about, and rags could be baled and put in the car and the inspector 
knew nothing about it. That was carefully concealed. 

The Mews people had a rubber stamp and when a bale was inspected 
they were to put this inspection stamp on it. The regulations call 
for that stamp to be put on under the direct supervision of the in 
spector. In 1 or 2 cases that stamp was released to the contractor 
and he put the stamps on. 

In this one instance which we reported about the acceptance of 
gifts and favors at one institution, we did not at all charge that those 
gifts influenced the action, but it is entirely possible. One never 
knows that sort of thing. 

At another place the material sorted out by the company inspectors 
was unsuitable and the Government out-throws—the rags the com- 
pany then did not think would pass—were shipped to the N avy. At 
times some of the out-throws on the day shift were mixed back in 
on the night shift when the inspectors were gone. 

Then there is the problem of selecting samples. When selecting 
samples the inspector furnished a list of bale numbers and failed to 
witness the pulling and delivery of the bales. Sometimes the list 
would be furnished in advance. During the night the proper bales 
would be furnished, having the numbers he had asked for the night 
before, but they had had all night to work on them and of course 
those bales passed inspection. 
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The results have been simply incredible. I have seen figures from 
all over the country, many obtained by ourselves and others by the 
Navy, and the percentages of bad rags are all different. They run 
98 percent, 40 percent, 60 percent. At one time this came to the 
attention of the Navy office in New York and a settlement was m: ade 
with one of the firms. Notwithst: anding it was the same firm which 
the Navy had reported to the Justice Department as fraudulent, a 
settlement was made with that firm and the firm continued to deliver 
au million pounds of rags. ‘The settlement called for knocking off 
$125,000 from the contract price. That was based on allowing nothing 
for 45 percent of the goods that had been delivered to that date. That 
was a weighted average based upon the reports from all over the 
country. They were told that this contractor was furnishing goods 
half good and half bad, roughly. We knocked off pretty near half 
the price for the goods delivered. ‘That meant the contractor owed 
$125,000. How is he going to pay it? ‘The surety helped to some 
extent and he was allowed to pay it off by shinghile more rags at 
13 cents. We will have evidence later on as to what type of rags 
were shipped and how arrangements were made so that the contractor 
could make enough money to pay off the Government’s debt. We 
continued to deal with the man notwithst unding we had reported to 
Justice that this man was fraudulent. 

I have several members of my staff who are ready to report to you 
in detail how this worked out at each of the three plants where this 
went on that we know about. I am not suggesting anything about 
the other plants in the industry, of which there are ‘about 100 or 200 
We have also further comment on the settlement made a year ago w ith 
the one plant. We do not doubt there has been some improvement in 
the inspection at that one plant, at least, but the improvement has 
not entirely alleviated the situation. 

That closes the general statement. I have a number of witnesses 
who can make clear further details. 

Mr. Rrenuman. Any questions? Thank you. 

Is Mr. Boris Petricoff of the Leshner Corp. present ? 

(Boris Petricoff was duly sworn by Mr. Riehlman. ) 


TESTIMONY OF BORIS PETRICOFF, PRESIDENT, THE LESHNER 
CORP., HAMILTON, OHIO 


Mr. Correr. You are president of the Leshner Corp. ? 

Mr. Perricorr. Yes. 

Mr. Correr. And I guess you have been doing business with the 
Navy fora long time ? 

Mr. Perricorr. Ove r 20 years that I know of. 

Mr. Correr. And you probably have shipped them a large number 
of w iping ¢ loths? 

Mr. Perricorr. We probably have been the largest shipper to the 
Navy in the last 20 years; to all the armed services, not only the Navy. 

Mr. Correr. You have just heard the statement of the witness who 
preceded you. Do you have any comment generally with respect to 
the statement ? 

Mr. Perricorr. Yes, I would like to have 10 or 15 minutes. 

Mr. Corrrr. I just want to point out we have thirty-odd witnesses 
today. We want to give everybody the opportunity that they want, 
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but we want to keep it as brief as possible. I wish you would bear 
that in mind. 

Mr. Perricorr. This is very important. The Navy pays 50 per- 
cent of what the average consumer pays for their wiping cloths, and 
the Navy Department does not accept as acceptable material what 
the large consumers like the railroads and steel mills accept, even 
though they pay twice as much. 

Mr. Correr. Is that not a matter of open bid, and does not the 
industr Vy find the market pr ice on it by competitive bidding ¢ 

Mr. Perricorr. No. The industry finds a price by having to meet 
almost every couple years a new one that comes in that has such a 
low price no one could exist on it. It bounces up and down just like 
this. I think I talk with authority. I was chairman of the Industry 
Committee to go to Washington and New York. I have been at every 
meeting before and since the war and I am still chairman of the 
Industry Committee. 

Mr. Correr. But no one has to take one of these contracts, do they ? 

Mr. Perricorr. No, but in business you have certain commitments. 

Mr. Correr. You would not take it unless you thought you would 
make a profit ? 

Mr. Perricorr. I do not agree with that. 

Mr. Correr. You think there is an altruism in the industry that 
causes them to take contracts ! 

Mr. Perricorr. Not that at all. Either you are in business or out 
of business. You have to have a market for those cloths that the Navy 
also buys or you will not be in business on the others. 

Mr. Corrrr. If the grade 2 cloths sell in trade 4 or 5 cents above 

what the N avy pays : 

Mr. Perricorr. Remember the Navy saying they are 98 percent ob- 
jectionable does not mean they are not as good as what they are ac- 
cepting. It means technical mistakes. The committee goes to 
Washington to get a revision of the specifications and every time they 
are revised somebody throws in a joker that makes it worse than it 
was be fore. You h: ave to look at both sides, ge ontle men 5 ths at is why 
I would like to have a few minutes to bring before you the facts of our 
company, because we are considered the lar gest supplier to the Armed 
Forces, at least we have been the last 20 years, and if we look dark, 
God help what the rest look like. 

Mr. Correr. Do you know Capt. M. R. Williams of the Office of 
Naval Materiel ? 

Mr. Perricorr. I have corresponded with him. 

Mr. Correr. Who is he? 

Mr. Perricorr. Ble ad of inspection. 

Mr. Correr. You have had business with him ? 

Mr. Perricorr. Yes. I have written him nasty letters. 

Mr. Correr. Do you recall a letter you wrote to him on November 
21, 1951 ¢ 

Mr. Perricorr. I have copies. 

Mr. Correr. In which you said: 

It was brought out that at Wilkes-Barre, Pa., it is possible to manufacture 
Navy wiping cloths at 4 cents per pound less than in other parts of the country. 
Our industry is a small one and most of the members know raw materials are 
being used by their competitors, and they are familiar with what is going on at 
all times. Therefore, when they brought out on the convention floor just how 
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lax inspection is in Wilkes-Barre and how tight it is in Cincinnati, they have 
plenty of proof before making such statements. 

Do you remember that ? 

Mr. Perricorr. I do. 

Mr. Correr. And the next paragraph: 

You mentioned during our telephone conversation that you wanted to check 
into the Wilkes-Barre situation. Please remember one very important thing 
which was brought out at the convention. Bales being inspected at Wilkes-Barre 
may meet your strict specifications, but others being shipped from that point 
definitely do not. Wilkes-Barre is the sore spot to the industry. Because this 
one manufacturer continues to bid ridiculously low prices, others have had to 
meet them or get none of the Navy business. 

Mr. Perricorr. Right. 

Mr. Correr. The next paragraph : 

The large majority of the manufacturers of w iping cloths cannot afford to take 
losses, and the prices they bid are so high that the Navy does not ary their 
bids. The crux of the entire matter is of course uniform inspection. Carloads 
which are being accepted as satisfactory in Wilkes-Barre must also be accepted 
as satisfactory in other parts of the country. 

You say in another part of the letter: 

I do not hesitate telling you that it costs 4 cents a pound more to produce 
wipers in Hamilton because of the strict inspection in Cincinnati than it does to 
make the same wipers in Wilkes-Barre. It costs 2 cents a pound more to produce 
wipers in Hamilton than it does in Columbus, only 100 miles away. 

Mr. Perricorr. That is right. 

Mr. Correr. (continuing quoting) : 

Columbus has inspectors from Cleveland who are not as stringent in their 
inspection as are the boys from Cincinnati. I cannot say that Cleveland is more 
accurate than Cincinnati, or who is right or wrong, but I do know that 2 cents 
a pound is quite a difference. 

Mr. Perricorr. That is right. 

Mr. Correr. Were you not putting Captain Williams on notice 
back on November 21, 1951, that there were she ‘nanigans in inspection ? 

Mr. Perricorr. I want you to know I was « :hairm: an of the industry 
committee at that time and that is why I wrote the letter, but before 
that, years before, we wrote about a ge ntleman in the Boston area and 
he was taken to account and lost $12 0), 000, Your records are full. We 
begged for help. I guess it was humanly impossible to give us the help 
we wanted. When the war was over the head of procurement in New 
York called us to Washington and said, “Look, boys, during the war 
we had to take a lot of rags we did not want because we were in a war. 
Tell the boys now we want the rags to be up to specification.” 

Mr. Correr. They had specifications, did they not? 

Mr. Perricorr. Yes. You can write specifications on a gun or an 
aeroplane but not on rags. 

Mr. Correr. Did not the specifications say there was to be no silk, 
no rayon, no buttons or zippers? You can understand that? 

Mr. Perricorr. That was not the crux of it. For instance, it says, 
“No reinforcements.” One inspector said reinforcements meant this 
front lapel of a shirt, that was reinforcement. In other parts of the 
country it was not considered reinforcement. 

Mr. Correr. What about rayon, silk, buttons, and zippers? 

Mr. Perricorr. The girl who cuts wipe cloths cuts 6,000 to 7,000 a 
day. An inspector would inspect t about 350 pieces a day. How would 
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you expect a girl making 75 cents to 90 cents an hour cutting 6,000 or 
T.000 preces a day to Inspect every piece ? 

Mr. Correr. Would there be any excuse for putting in rayon or silk 
and various tattered material when the specifications are clear they 
are not to be included ? 

Mr. Perricorr. If the line was so close they could not tell the dif- 
feren e between rayon and silk. A lot ot people do not know the dif- 
ference between spun rayon and cotton. 

Mr. Correr. You have a lot of old employees that must know their 
cloths. 

Mr. Perricorr. We have employees after Wright Field and others 
take the best. We have what is left. They are not that educated. 
When you say rayon you are on the borderline. 

Mr. Correr. Did your company ever resort to any deceit on the 
Navy in getting bales inspected and in shipping inferior material 4 

Mr. Perricorr. Let me put it this way. As president of the com- 
pany I should know everything that goes on and I think I do, but I 
do not know what 50 foremen will do. I would put in a bid of 19 cents 
and somebody else would put in a bid of 13 cents. 1 would have to lay 
off 250 peo le. Go or 3 months and bid again with the same outcome. 
The third time I would call the foremen and say, “Took 

Mr. COorTrer. Will you bear in mind we have only a limited time. 
We will let you make a general statement at the end of your testimony, 
but I wish you would confine yourself to answering the questions. Do 
you remember the question ¢ 

Mr. Perricorr. You want to know if in our company anybody 
uses shady tricks. 

Mr. Correr. Yes. 

Mr. Perricorr. I do not know that this was done, but I know I 
called in several times all the foremen in the plant and said if Wilkes- 
Barre can make rags for 13 cents we can make them for 13 cents. And 
I said, “I want you to see that the girls make them so that the cloths 
are approved.” If that meant they would use their own judgment, 
I do not know. I did not mean that. 

Mr. Correr. They did not receive any reward for passing bad rags ? 

Mr. Perricorr. No. There is no bonus. They are on salary. 

Mr. Correr. Did you want to make some other statements ? 

Mr. Perricorr. Yes. If you would give me a few minutes. 

Mr. Correr. Could we limit it to 2 or 3 minutes / 

Mr. Perricorr. I will try. We started in business in 1907 as Philip 
Carey. Six years ago they turned it over to the employees. I am 
probably one of the leaders in the industry. I should know, if I do 
not, everything there is to know about wiping cloths from A to ZI 
can tell you gentlemen there are bad actors in our industry. I am 
sorry I am enmeshed with the rest of them, and if I am guilty I am 
sorry. But the guilt may not always le with the contractor. Re- 
member you cannot buy in this country a product for 50 percent of 
what it should sell for unless you are looking for trouble. When the 
Navy is told they cannot buy at this price 

Mr. Correr. How can you blame the Navy for that? It is the 
industry underselling each other, is it not? 

Mr. Perricorr. Certainly, but here are new people bidding low. 

Mr. Correr. Is it a well known fact in the industry you could bid 
at a low price and ship them anything ? 


NAVY PROCUREMENT OF WIPING CLOTHS 1] 


Mr. Perricorr. No. Remember the wiping cloths they call no good 
are just as good as those they call good. 

Mr. Correr. They did not know what they wanted ? 

Mr. Perricorr. The N avy 

Mr. Correr. Yes. 

Mr. Perrricorr. The people who wrote the spec ifications did not 
take the suggestion of the industry. We have never approved the 


specifications. We have gone to Washington and said, “We cannot 
live with specifications like that.” When they say “No denim” in 
one part of the country they mean overalls, but in other parts of the 
country it means ladies’ sharks and coats which was a fad years ago. 
Another thing you have to remember is that when the denims were 


thrown out at Hamilton, in other parts of the country they were ac 
cepted. How can we compete when in one part of the country they 
are throwing them out and in other parts they are aeneyrae them} 

Mr. Rreuiman. Are you trying to tell the committee the Navy had 
one specification they used in one part of the country and another 
specification for another part of the country ? 

Mr. Perricorr. No. The specifications are not uniform as to the 
inspections. We have inspectors in our plant almost every day of 
the year, railroad inspectors and othe or Inspectors , and we have no 
trouble with any of them except the Navy inspectors 

Mr. Rreutman. I am very much puzzled that the president of a 
great industry such as yours would go in and take contracts just for 
the purpose of being a good person in the industry and you want to 
do something, ap yparently, for your country at a great loss. 

Mr. Perricorr. You figure it is a great loss depending on how you 
figure your records. We can say the heavy goods the Navy gets, 
instead of being worth 6 cents is worth 2 cents. Remember, gentle- 
men, in this room there is a big sign saying, “No smoking.” ‘That 
does not keep you from smoking. 

Mr. Rieuiman. That isa poor illustration. 

Mr. Perricor : The specification says “No seams.” 

Mr. Correr. I do not think we are talking about seams. 

Mr. Perricorr. That is what causes rejections. 

Mr. Corrrer. Mr. Petricoff, you have taken 5 minutes. 

Mr. Perricorr. I am sorry, I did not even get to tell the story. 
Just remember that during the war when WPA called up and said, 

“You are producing 10,000 pounds a day and we want 100,000 pounds 
a day,” we said okay and we did it. We built up the force. The 
var is over and we are thrown aside and all of a sudden there are 
bids and new people undercut us and we run to Wishineien and say, 
“Tt cannot be done at that price. Please give us uniform inspection.” 
Every time I opened my big mouth the pressure was put on our plant. 

Mr. Correr. Did you come to Washington frequently with your 
problems ¢ 

Mr. Perricorr. I would come to Washington— 

Mr. Correr. Did you ever get Congressmen to intercede for you ? 

Mr. Perricorr. I threatened to get in touch with my Congressman 
and with Senator Taft. 

Mr. Correr. Whom did you threaten ? 

Mr. Perricorr. That was in letters. 

Mr. Corrrer. Do you recall anybody in the Navy Department you 
threatened ? 
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Mr. Perricorr. Not threatened; I wrote letters. 

Mr. Correr. Did you ever have any material rejected ? 

Mr. Perricorr. Yes. 

Mr. Correr. Did you ever ask for congressional intercession ? 

Mr. Perricorr. I never have gone to a Congressman with my 
problem. 

Mr. Correr. Did you ever go to the Navy Department to try to 
gel them to stop rejections ? 

Mr. Perricorr. I went to the Navy a lot but it did not do any good. 

Mr. Correr. Did you ever have a rejection canceled ¢ 

Mr. Perricorr. I went to Norfolk and to New York and discussed 
my loss. 

Mr. Correr. Was there ever a case they rejected your goods 
Norfolk and canceled the rejection ? 

Mr. Perricorr. No. I know what you are bringing up. 

Mr. Correr. What am I bringing up / 

Mr. Perricorr. I was in Norfolk where some cloths were rejected, 
and I swear to God the same identical cloths that were approved by 
inspectors at Cincinnati were rejected in Norfolk. I got hold of the 
man who inspected at Norfolk. The specification says 30 inches. 
It was 31 inches and thrown out. I talked to this man and I said, 
“You cannot make them better.” He said, “Look, boys, there is no 
use kidding yourselves, every car will be rejected because I got in- 
structions from Washington and I will inspect with a ruler.” 

I went to New York and said, ‘What can I do?” TI said, “If you 
want us to keep the cloths give us that much allowance.” I said, 
“The man at Norfolk said he would reject every car.” He said to 
go to Washington. I went to Washington and saw Admiral 
Yurad and Admiral Yurad said, “I will look into it.” He sent 
a man around. They inspected everything and finally made the de- 
cision it would be inspected at 1 place or another and not at 2 places 
by 2 inspectors. 

Mr. Correr. When was that ? 

Mr. Perricorr. I have it in the record. I think it was in 1950. 

Mr. Ixarp. Are you trying to say your goods were turned down 
because of the fact you had continually complained about the Navy 
specifications ¢ 

Mr. Perricorr. To me it looked like that. Every time I came back 
from an industry meeting and told them what was going on, the next 
ones that were inspected, the specifications were such that no human 
being could possibly make it, in our plant or anywhere else. 

Mr. Ixarp. This man at Norfolk who said the heat was on from 
Washington, was he an inspector? Did he tell you where it came from 
in Washington ¢ 

Mr. Perricorr. No. He said they called him up and said to go by 
the book. 

Mr. Riruitman. In other words, you had to defraud the Govern- 
ment ? 

Mr. Perricorr. I did not say that. 

Mr. Rireuiman. You said if you went by the book you could not 
ship anything that was acceptable. 

Mr. Perricorr. The difference is the difference between smoking 
in this room and not smoking. The people in the industry know right 
from wrong. Is it wrong to smoke? We in the industry think we 
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know wiping cloths and because somebody writes in something impos- 
sible it does not mean it can be done. I did not get to tell my story 
but Mr. Ellis brought out something about moisture content. When 
wiping cloths come out of a dryer and are baled, you cannot get that 
atmospheric moisture back in the bale. When you make wiping cloths 
unless you add 1 pound to gain back your atmospheric moisture, you 
are cheating yourself. The cloths we shipped that were ove rweight, 
the Navy never paid 1 cent for that. The atmospheric moisture 
would regain in transit. 

Mr. Correr. You were allowed a percentage of moisture ? 

Mr. Perricorr. I did not get to tell the story, but I will be glad to 
answer your questions. 

Mr. Correr. Thank you very much. 

Mr. Houirietp. Will the witness be permitted to file a supplementary 
statement in writing in order to get his full story in the record ? 

Mr. Rireuiman. Certainly. 

Mr. Perricorr. I would like to. 

Mr. Rrenvman. Is Mr. Ben Grossman or Mr. Herbert Grossman 
here ? 

Mr. Ben Grossman. Yes. 

Mr. Rrentman. Come forward, please. 

Mr. Ben Grossman. Both? 

Mr. Rieutman. Yes, I think it would be well. 


TESTIMONY OF BEN GROSSMAN, SENIOR MEMBER OF GROSSMAN 
& SONS, INC., COLUMBUS, OHIO; ACCOMPANIED BY HERBERT 
GROSSMAN 


(The witnesses were sworn by Mr. Ikard.) 

Mr. Correr. Mr. Grossman, I guess you are the senior and princi- 
pal member of Grossman & Sons, Inc., of Columbus, Ohio? 

Mr. Ben Grossman. I am the senior member of the firm. 

Mr. Correr. And your son, Mr. Herbert Grossman, is plant man- 
ager, is that so? 

Mr. Ben Grossman. That is right. 

Mr. Correr. You have done considerable business with the Navy ? 

Mr. remain = AN. Yes, we have. 

Mr. Correr. Did you ever practice any deceit on the Navy through 
giving a 7m spec ial bales to inspect ? 

Mr. Ben Grossman. No, definite sly not. 

Mr. Correr. Did you ever have hidden presses in your plant from 
which you were baling special cloths that you were shipping out 
that the inspectors never saw ? 

Mr. Ben Grossman. I do not know what you mean by hidden 
presses. Nothing is hidden in our plant. It is always open so that 
they can go in and watch everything. 

Mr. Correr. Did your employees have possession of the Navy an- 
chor stamp of approval which they used to place on shipments of 
bales that went out from the plant? 

Mr. Ben Grossman. I tell you I believe your questions would be 
answered more correctly by my son, who was in charge of the plant 
management, and so forth. I was strictly in the office at all times. 
In fact, I bothered very little with the wiper department of the plant. 
I originally started in the rag and paper business. In fact, I was the 
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first man that approved of Boris Petricoff, that he would make a good 
man in the industry when his uncle sent him to me about 30 years ago. 

Mr. Correr. Is there an y blood relationship or business between you 
and the Leshner Cor p. ¢ 

Mr. Ben Grossman. No, sir, none. 

Mr. Correr. Did you ever answer requests or calls that Leshner 
rejected, that is, your firm or vice versa ¢ 

Mr. Ben GrossMANnN. No, sir. 

Mr. Correr. Addressing the next question to Herbert Grossman 
can you tell us about the use of this official any inspection stamp ¢ 

Mr. Herserr GrossMan. The normal procedure in the inspection 
in our plant was that the Inspe tor would come down in the morh- 

He would give the stamp to the gentleman in 

charge of the Navy inspection one baler named Herb Romanoff, he 
would give it to an office girl, and she proceeded. 

Mr. Correr. Herb Romanoff was an employee of your firm ? 

Mr. Herperr GrossMan. Yes, sir. 

Mr. Correr. He is your nephew, Mr. Grossman ¢ 

Mr. Ben GrossMAn. Yes, sir. 

Mr. Correr. And your cousin ¢ 

Mr. Herperr GrossMAn. That is right. 

Mr. Correr. I think you fired him late last year. 

Mr. Ben Grossman. I didn’t exactly fire him; he quit. 

Mr. Herrerr Grossman. As far as I know that stamp was never 
hidden. It was open to everybody, and we did not try to hide it from 

yone. I think the inspector knew where it was at all times. 

Mr. Correr. But what people used it ? 

Mr. Herserr Grossman. Our girl was given instructions to stamp 
the cars. They apparently knew about it. 

Mr. Correr. The Navy inspectors must have had a great deal 
confidence in you people as shippers of wiping cloths, I take it ? 

Mr. Herserr Grossman. I think we always got along well with the 
Navy. 

Mr. Correr. Did you lavish gratuities on the personnel ot the Navy 

spe tion stafl ¢ 

Mr. TLerserr ¢ innate \n. As far as I know we never gave the Navy 
anything there or treated with the Navy personnel. Frankly none of 
us had anything to i with them as far as anything but business, and 
then when the Navy personnel was down there we never interfered 
with their inspection. 

This Herb Romanofl was in charge of the inspection and I would 
always 270 to him for anything that I had to do with the Navy. 

Mr. Corrrer. Did Herb Romanoff have a charge account at stores 
and hotels and restaurants in the name of Grossman ? 

Mr. Herserr Grossman. We always had charge accounts in stores 
and restaurants. 

Mr. Correr. And he used those ? 

Mr. Hersert GrossMAN. Quite frequently, yes. 

Mr. Corrrer. Did you | eople pay hotel bills for Navy inspectors ? 

Mr. Hernerr Grossman. I could not sav who thev were for; he 
never told us. ; 

Mr. Correr. Would they not come in and be paid by the company ? 

Mr. HerRBER I GROSSM AN. Noi Inspectors woul | ever come down to our 
plant t and be paid by our ec ompany. 
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Mr. Correr. Were not charges from hotels, stores, and restaurants, 
paid by your company, and that included Navy inspection personnel ? 

Mr. Herserr Grossman. If they included Navy personnel I was 
never told about it. 

Mr. Correr. Did you have any special room in which you kept a 
better class of bales that you switched whenever the Navy inspectors 
picked out sample bales for inspection ? 

Mr. Herserr’Grossman. No. When we first started with the Navy 
back in 1949 or 1950 we had a smaller layout, in fact, only one baler, 
and when we got larger contracts we bought a new baler and put it 
back on our railroad siding, it was outside ot the laundry, located in 
another warehouse. The Navy knew where it was, and it was there, 
never at all hidden, it was open to anybody to see, If any Navy 
personne] wanted to walk through ours hop, the y were welcome to do 
so. They were never stopped by any of the offici: als. 

Mr. Correr. Did there come a time in August of 1952 when there 
was a substantial rejection of siaihe cloths that you had shipped to 
the Norfolk Receiving Station ? 

Mr. Herserr Grossman. The first thing I ever heard of a reje 
tion was when Lieutenant Yarborough of the Navy office called me 
about it. 

Mr. Correr. Who worked out the settlement with the Navy ¢ 

Mr. Hrerserr Grossman. It was decided to take 4 or 5 trips in there. 

Mr. Correr. Were you present, Herbert? 

Mr. Hersert Grossman. I was present one time. The first time 
we sent Herb Romanoff in there. 

Mr. Correr. Were you present when the settlement was made? 

Mr. Hersert GrossMAn. When the first settlement was made, yes. 

Mr. Correr. ‘The settlement. involved refunds to the Navy of ap 
proximately $125,000. 

Mr. Herpert Grossman. The first time I went in to make a settle 
ment there were nine cars in Portland, Oreg., or some place on the 
west coast, and Lieutenant Yarborough told me that there was a 25- 
percent rejection of material. 

Mr. Correr. 25 percent? 

Mr. Herserr Grossman. Approximately a 25-percent rejection. 
He said they could not pay me anything for that 25 percent, but they 
would take it all in, and take 25 percent in credit. I think it amount- 
ed to about $12,000. Then finally, after that they sent all the cars back 
When we called Lieutenant Yarborough about it he said that he was 
overruled by his superior officers. 

Mr. Correr. Did not the overall settlement amount to a refund of 
$125,000 ? 

Mr. Herserr GrossMan. That is, the final settlement ? 

Mr. Correr. Yes, and was it not based on the fact that 45 percent 
of the wiping cloths you had sent them on 2 current contracts were 
rejectionable ? 

Mr. Herserr GrossMAN. I did not get that. 

Mr. Correr. Would you repeat the question, Mr. Reporter ? 

(The question was repeated as above recorded.) 

Mr. Herevert Grossman. I do not know if they were. The Navy 
told us they were. 

Mr. Correr. Yes, but that is the basis on which you settled, on a 
45-percent rejection of the amount that you had already sent them on 
these current contracts. 
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Mr. Hervert Grossman. On two contracts? 

Mr. Correr. Yes, on two contracts. 

Mr. Herserr Grossman. That is right. 

Mr. Correr. Now actualy the Navy forgot about the Navy settling, 
and those cars were sent back to your plant by mistake after settle- 
ment was made, is not that the case? 

Mr. Hersert Grossman. No, the cars were on these contracts— 
when we made final settlement, when I went into the Navy to make 
final settlement the nine cars were setting out—— 

Mr. Correr. Did you learn the Navy had forgotten about the Navy 
settlement and the cars came back to your plant by mistake? 

Mr. Hersert GrossMan. Yes. 

Mr. Correr. And there was a $5,000 additional charge. 

Mr. Herserr GrossMAN, $5,300 it cost us. 

Mr. Correr. And you paid that? 

Mr. Herserr Grossman. That was in the final agreement. 

Mr. Correr. That was not added to the 45 percent? 

Mr. Herserr GrossMAn. No, that was another item. 

Mr. Correr. You had to pay the $5,300? 

Mr. Herserr GrossMAan. Yes, we paid that beside the settlement. 

Mr. Correr. That was in addition to the $125,000? You are sure 
of that ? 

Mr. Hersert GrossMANn. Yes, quite sure. 

Mr. Ben Grossman. Definitely. 

Mr. Correr. What did you re with those rejected cars? 

Mr. Herserr Grossman. The Navy agreed to take them over at 
their freight expense if we agreed to pay the incoming freight. In 
other words, we paid the $5,300 in, and they paid for it outgoing. 

Mr. Correr. And the agreement included reducing the bal: ance of 
your contract 4 mills a pound, is that correct? They did not cut you 
off ? 

Mr. Hersert Grossman. No, we owed them around 114 million 
pounds i 

Mr. Ben Grossman. (interposing) I can answer that. 

Mr. Correr. And you agreed to reduce all the contract 4 mills a 
pound on this remaining poundage ? 

Mr. Hersert Grossman. No. 

Mr. Ben Grossman. When I found out the Government had new 
corrections to modify the inspection, because we had failed in follow- 
ing the letter of it, 1 called Lieutenant Yarborough, and he said there 
was nothing he could do about it. I then spoke to a higher officer who 
told me what procedure to take in order to get back and have the same 
thing that all other shippers were having at lower inspection on what 
the rag sehen was. I sent them letters, 1 to the Claims Office in Phila- 
de ‘Ip! ia, 1 to Washington, and 1 to New York, or, rather, 2 to New 
York. Three days later Lieutenant Yarborough called me and said he 
would be glad to go along with me to ask for consideration. I did not 
know at that time that he had gone personally for volunteer consider- 
ation. So he said, “Well, I do not know, but I will give you off 6 or 8 
dollars.” I said, “Can’t you give me any more than that?”, and he 
said, “I really cannot give you that.” I said, “All right, let us make it 
13 cents even.” 

Mr. Correr. That is a reduction of 4 mills on a pound ? 

Mr. Ben GrossMAn. Yes. 
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Mr. Correr. Subsequent to that time they relaxed the specifications 
on the poundage that you shipped, and they permitted that 25 percent? 

Mr. Ben Grossman. No; they did not say how much it would be 

Mr. Herserr Grossman. Right after we had all of this reduction 
there was sort of a scandal throughout the industry. The price on 
our contracts was 15 and 14 cents, and even firms who took wipers 
at 24 cents could not complete the contracts. So, they apparently pro- 
tested enough and Lieutenant Yarborough had the specifications low- 
ered. 

Mr. Correr. To 50 percent denim 2 

Mr. Herserr Grossman. There were other little things that helped 
out. 

Mr. Correr. And you continued to complete the contract ? 

Mr. Hersert Grossman. That is right. 

Mr. Correr. Although you were put on a debarred bidder’s list ? 

Mr. Ben Grossman. At that time when we were on that debarred 
bidder’s list we did not know originally that we were supposed to be 
on the debarred bidder’s list. 

Mr. Correr. Is there anything further you want to say, Mr. Gross- 
man / 

Mr. Ben Grossman. All I can say is to supplement what Mr. Petri- 
coft has told you. I have been in industry for some 30 years, and I 
have carried a name of which I am proud. I told my sons when they 
got back from the service that I should like to try to hold that name. 
We are selling wiping cloths with our other business. There will 
never be any trouble with it when the Government has men who un- 
derstand the wiping cloth business, which I believe they should, and 
if they do there will never be any more trouble with it. 

Mr. Correr. At any time during the employme nt of Herb Rom: inoff 
by you, Mr. Ben Grossman, did you ever question the extent of his 
expense accounts / : 

Mr. Ben Grossman. Yes; I questioned them time after time. 

Mr. Correr. Did you know what he was spending the money for ? 

Mr. Ben Grossman. Do not forget he entert: ained people i in the 
paper and rag industry as well as in the wiper ¢ lo th industry. 

You see, I was not just alone on that one job, but also in other 
industry. I asked him time after time, I said: 

Herb, are you sure that what you are giving them is according to the proper 
procedure, that you are giving me wiper cloths to specifications and that every- 
thing is all right, because I will not tolerate anything that is not perfectly right. 

Mr. Corrrer. He was more or less your lobbyist; he was not your 
plant superintendent ? 

Mr. Ben Grossman. He handled the whole thing at the plant at 
all times. 

Mr. Correr. You are Herbert, and there is Arnold. What is the 
other brother’s name ? 

Mr. Hersert Grossman. Marvin. 

Mr. Correr. What were the others doing? He did not have con- 
trol of the business did he ? 

Mr. Hereertr Grossman. Herb Romanoff ? 

Mr. Correr. Yes. 

Mr. Hersert Grossman. No, he was made an official in the plant, 
and in the executive business my father performs that. 

Mr. Ben Grossman. Did he handle the laundry ? 
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Mr. Hereerr Grossman. I was general manager of the plant. We 
have a rag grading plant, and we have a paper grading plant. It 
was my duty to see that production was kept up and to keep records 
of production. and of how much labor we had. 

Herb Romanotl was entirely in charge of the Navy procedure. 
He gave orders to all of our managers who naturally resented that. 

Mr. Corrrer. Are you quite sure your employees will concur in 
that ? 

Mr. Herserr Grossman. There will be some disgruntled employees 
that were fired, that I am sure Herb Romanoff went to prior to all 
this and told them what to say. Even now I will give you an example 
about former employees. We have a man who works on the wiper 
baler now who came into the office about 2 weeks ago and said, “I 
would like to get a $15 advance.” We did not want to give him an 
advance my brother Arnold said. He said, “You know, we are giving 
the Navy awful bad stuff.” I am sure if I invited that man tomorrow 
and the Navy man went there to question him he would say we are 
giving them a lot of bad stuff. I am sure that man would say it, and 
he does not know the first thing about wiping rags. 

Mr. Ben Grossman. Since we have taken charge of that we have 
aman there who is with the Navy men and we are definitely at all times 
in contact on it and with what is going on now, which we were not 
before. 

Mr. Correr. You mean since the Navy rejected some of this ma- 
terial ? 

Mr. Ben Grossman. Since we started filling the contract. 

Mr. Correr. Prior to that you did not know what was going on? 

Mr. Ben Grossman. I stay out of the plant, but my sons are in 
charge there. 

Mr. Herserr Grossman. I think probably the answer to that prob- 
lem is to have inspection of the cars at the dest ination. I think if you 
can talk to the head man of the General Services Administration I 
think you will find that there is no trouble when it is done that way. 

Mr. Correr. You have contracts with them ? 

Mr. Herserr Grossman. Yes: we are shipping to them. 

Mr. Corrrer. Does not the debarred bidder’s list debar you from 
shipping to other Government departments ? 

Mr. Hereerr Grossman. Apparently not because they 

Mr. Houirrerp. (Interposing). What does the General Services 
Administration pay for rags? 

Mr. Herserr Grossman. It depends on the quality of them. 

Mr. Houtrretp. What do they pay for the same orade in comparison 
with what the Navy pays? 

Mr. Herserr Grossman. For the same type of rags they pay prob- 
ably a cent more. 

Mr. Correr. That is still on a bid contract ? 

Mr. Hersert Grossman. Yes 

Mr. Ho.trrerp. With inspection at the point of destination ? 

Mr. Hersert Grossman. Yes, at the point of destination. 

The way the Navy runs it we ship off 5 cars and maybe 6 months 
later we will hear that they are rejected. This way we ship one car, 
and if it is not O. K. we hear about it right away. 

Mr. Rrentman. Mr. Grossman, you told this committee that you 
knew nothing of what the actions were in the plant ? 
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Mr. Ben Grossman. That is right. 

Mr. Rireniman. In respect to the prices of these wiping cloths? 

Mr. Ben Grossman. That is right. 

Mr. RieuimMan. You knew nothing of what your nephew, Mr. 
Romanoff, did ? 

Mr. Ben Grossman. That is right. 

Mr. Rieuiman. Had to do with the procuring of all these con- 
tracts ¢ 

Mr. Ben Grossman. I would not say that. 

Mr. RrentmMan. What would you say? 

Mr. Ben Grossman. I knew nothing about the operations of the 
plant, but procuring contracts was up to the office. 

Mr. Rrenuman. You knew what was going on when a contract was 
made ¢ 

Mr. Ben Grossman. That is right. 

Mr. Rrenitman. And you knew the prices to the Government and 
the type of material you were suppose to supply ¢ 

Mr. Ben Grossman. That is right. 

Mr. RienimMan. There is no question about that ? 

Mr. Ben Grossman. No question whatsoever. 

Mr. Hersert GrossMAN. When we took a contract such as the con- 
tract we took at 13.4 cents, when we figured at that price, we knew 
we were going to make a legitimate profit on that. 

Mr. Ben Grossman. We are very large rag graders. Therefore it 
is the feeling that we are in a position to probably sell for half a 
cent, or sometimes a cent lower than the average grader. I may be 
wrong, because we are new in the business. 

Mr. RrentMan. Are there any further questions? 

Thank you very much. 

Is Mr. Simon Saba here ? 

Mr. Stwon Sapa. Yes. 

Mr. RirntMan. Would you come up, please ? 


TESTIMONY OF SIMON SABA, WIPING CLOTH CONTRACTOR; 
ACCOMPANIED BY JAMES SABA 


(Mr. Simon Saba was sworn by Mr. Riehlman. ) 

Mr. Corrrr. Mr. Saba, it appears that you have entered into con- 
tracts for about $1,800,000 with the Navy for the supply of wiping 
rags, 

Mr. Srwon Sarna. That is right, I did. 

Mr. Correr. Did you ever practice any deceit on the Navy in 
inspection proc edures and send them inferior material and let them 
inspect better grade material ? 

Mr. Stmon Sapa. Well, we thought we were doing the right thing. 

Mr. Correr. Did you give the inspectors one type of bale to inspect 
and send another ? 

Mr. Stmon Sapa. No, I do not think we did because our place is 
all on one floor, our whole grading and everything is on one floor, 
and we load out of this one floor. 

Mr. Correr. Did you use to have a bunch of bales hidden behind 
1,000-pound bales that you would pull out of the 1,000-pound bales 
and run these inferior bales on to a car when the inspectors were not 
around ¢ 
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Mr. Srmon Sasa. No. 

Mr. Correr. You did nothing like that? 

Mr. Srmon Sasa. Nothing like that. 

Mr. Correr. Do you have anything to say generally about the state- 
ments made by Mr. Ellis, of the General Accounting Office, the second 
witness ? 

Mr. Stmon Sapa. The only thing I have to say—I mean the speci- 
fications was, you see, was hard to understand like everybody read 
or explained them before. Some inspector would say this and this 
would pass, and the other man would think otherwise. 

Mr. Correr. You know the difference between rayon and cotton, 
don’t you ? 

Mr. Srmon Sapa. Yes. When the rayon is new you can tell. 

Mr. Corter. Or between silk and cotton ? 

Mr. Stmon Sapa. Yes, between silk and cotton, but once a rag is 
used, the way old rags are rewashed it is hard to tell. 

Mr. Correr. And you think quite a lot of cloths that were elimi- 
nated from the specifications got into your bales by mistake? 

Mr. Stmon Sasa. That I do not know. 

Mr. James Sapa. What are you talking about, the time we had 
trouble and we paid them back so much money ?¢ 

Mr. Correr. Did you have trouble ? 

Mr. James Sapa. Yes, we had some trouble with it. 

Mr. Correr. Will you identify yourself ? 

Mr. James Sapa. Iam James Saba. 

Mr. Srwon Sapa. That is my son. 

Mr. James Sapa. I am associated with my father in business. We 
work together. 

Mr. Correr. Were you sworn in ? 

Mr. James Sasa. No, I was not. 

(Thereupon, Mr. James Saba was sworn by Mr. Riehlman. ) 

Mr. Correr. What is your name? 

Mr. James Sapa. James Saba. 

Mr. Correr. Do you want to go ahead ? 

Mr. Srwon Sana. We did have some trouble with the N Vavy at the 
time. 

Mr. Correr. When? 

Mr. Stwon Sapa. At the same time that Grossman had the trouble. 

Mr. Correr. In August of 1952 or the fall of 1953 ? 

Mr. Srmon Sara. I do not know the exact date. 

Mr. Correr. How much did the Navy reject of your material ? 

Mr. Simon Sapa. I do not know how much, but we did pay back 
some. 

Mr. Correr. How much ? 

Mr. Stmon Sapa. About $7,000 or $8,000. 

Mr. James Sasa. About $8,000. I think we had two cars rejected, 
if I am not mistaken. 

Mr. Rreutman. Do you want to make any further statement? 

Mr. Sraon Sapa. I think not. 

Mr. Rrenumay. I think that is all. 

Are there any questions from the committe members ? 

Mr. Ixarp. Mr. Chairman, may we take a 5-minute recess? 

Mr. Rreneman. Yes. 
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(Thereupon, a recess was taken, after which the following oc- 
curred :) 

Mr. Rrenuman. The subcommittee will come to order. 

Before we call the next witness I would like to make this announce- 
ment. We had it called to our attention that there was a sign here 
that said, “No smoking in this room.” There are a number of people 
smoking. I have this information, from the clerk of the committee, 
that it is permissible to smoke in the room if you have a receptacle to 
put your ashes and butts in because we do not want them to drop 
on this beautiful rug and have holes burned in it. 

The next witness will be Mr. Wilbur B. Ness. 


TESTIMONY OF WILBUR B. NESS, INVESTIGATOR, GENERAL 
ACCOUNTING OFFICE, LOUISVILLE, KY. 


(Mr. Wilbur B. Ness was sworn by Mr. Riehlman.) 

Mr. Cotrer. You are an investigator for the General Accounting 
Office, located at Louisville, Ky. ? 

Mr. Ness. That is correct. 

Mr. Correr. And you have been conducting an investigation of this 
wiping-cloth matter for some time ¢ 

Mr. Ness. We made an investigation of the Leshner Corp. contracts. 
I was in on that investigation. 

Mr. Correr. And that is a very recent investigation that you have 
been doing for the past couple of weeks ? 

Mr. Ness. The past 2 or 3 weeks, that is correct. 

Mr. Correr. And in connection with that investigation did you 
take some sworn signed statements from various ex-employees of the 
Leshner Corp. and Navy inspectors and so forth ? 

Mr. Ness. Yes, we interviewed Navy inspection personnel and both 
former and present employees of the corporation. 

Mr. Corrrer. Do you have those statements here with you? 

Mr. Ness. Yes, I have. 

Mr. Correr. Would you produce these statements? We do not 
have time to go into each statement in its entirety, but would you 
give the statement, as you read the pertinent facts from it, to the re 
porter for identification purposes ? 

Mr. Chairman, could we have these statements, as he talks about 
them, identified for future reference and possibly later inclusion in 
the record ? 

Mr. Rrenuman. Yes, sir, if that is agreeable to the members of the 
committee. Is that agreeable to the subcommittee 

Mr. Houirrecp. Yes. 

Mr. Correr. Would you give your first statement, and let us omit the 
names on these statements at the present time as long as the reporter 
has each one identified. 

Mr. Ness. All right. 

Mr. Correr. And Mr. Reporter, will you mark the first statement ? 

(The document was marked “Exhibit 1” (Ness exhibit A)—affidavit 
of Elizabeth Quisenberry, October 28, 1953, and is retained in the 
original files of the subcommittee. With the exception of the signed 
statement of Herbert Romanoff, none of the affidavits of employees 
or former employees of the subject companies will be included in the 
printed hearings. ) 
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Mr. Ness. I would like to mention that each of these sworn state- 
ments have about the same introductory paragraph. Do you wish to 
hear that ? 

Mr. Correr. The first one, yes. 

Mr. Ness. All right, the name of the person with his address, 
“make the following statements to Wilbur B. Ness and Arvid H. Nor- 
sell, who have identified themselves to me as investigators of the U.S. 
General Accounting Office. These statements are made to record cer- 
tain facts known to me. I have been advised by them that I do not 
have to make a statement, and no threat, no promise of reward, or coer- 
cion has been used to cause me to make these statements.” 

Then each of the statements end with the fact that they swear the 
statement is true and correct to the best of their knowledge and belief. 

Mr. Correr. Is this a former employee of the Leshner Corp. ? 

Mr. Ness. This first statement is. 

Mr. Correr. How long did this person work there ? 

Mr. Ness. This individual worked there from 1941 to 1953. 

Mr. Correr. To when in 1953 ? 

Mr. Ness. July 1953. 

Mr. Correr. Will you read that full statement ? 

Nr. Ness. This individual was a weigher and states that: 

In my position as weigher, I worked on the first floor of the plant near the 
small baling machines where I saw the materials being mixed and baled. The 
materials were weighed both before and after baling, but I had nothing to do 
with the weighing before baling. After the bales came off the presses, they 
were passed to Alma Helton who placed burlap tubing around each bale. Next, 
the bales were stenciled by my assistants with Navy contract identifications 
but the space for showing the bale number and weight was left blank. I then 
weighed the bales and made out a little white ticket showing the bale num- 
ber and weight and this information was then inserted in the blank spaces by 
my assistants, using a marking pen. 

I was told by my superior— 


to increase the scaled weight of each bale by 1 pound with the explanation 
that the extra 1 pound was to cover the weight of the tare which would be 
deducted by the Government I knew that the tare weight was already 
included in the gross weight taken from the scales as the bales were completely 
wrapped and ready for shipment prior to weighing. This did not make sense 
to me but, nevertheless, the weights of all bales were regularly increased by 1 
pound and the practice continued until I terminated my employment. I talked 
To 


do you want me to skip all the names ? 

Mr. Correr. No, I think you should put the names in, particularly 
of superiors. 

Mr. Houirievp. You referred to the name of a superior. 

Mr. Nt SS. Harry Tobin. 

Mr. Correr. Is he the plant foreman or something like that? 

Mr. Ness. I understand he was superintendent of the plant. 
[ Reading :] 

I talked to Esther Gamboe and Rachel Hibbard who held the same job as I 
did on the 3 to 11 and 11 to 7 shifts, respectively, and they told me that they 
followed the same practice. The overweighing of bales was done only on 
Navy orders. 

All wiping cloths to be shipped to the Navy were baled on the first floor a 
short distance and clearly visible from my position at the scale. Loretta Owens 
had supervision of the boys operating the two baling machines and she 
weighed off the cloths into 50-pound lots for the balers. In the weighing oper- 
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ation, Loretta would take the material that came down from the conveyor belt 
on the third floor and mix with it from 8 to 10 pounds of other material in each 
50-pound lot. 


Mr. Correr. Speak a little louder, please. 
Mr. Ness. [{ Reading :} 


This other material was received in large bales weighing from 500 to 
1,700 pounds and was marked “Govt. outthrows.” My assistants removed the 
wire and burlap from around these bales making them ready for Loretta. The 
bales contained a mixture of silk, nylon, rayon, overall tops, wool clothing, cur- 
tains and all kinds of drapery material, and was of every imaginable size and 
Shape. This mixing was a regular practice in filling all customers’ orders. The 
inferior material was generally brought from either the third floor or the com- 
pany’s warehouse commonly referred to as Hamilton-Felt. Loretta told me 
that she received instructions for the mixing from Harry Tobin, general plant 
manager, and Anna Pamos told me that she performed identical mixing opera- 
tions on the second shift, also under Tobin's instructions. 

For several years and up to about April 1951, the Navy inspectors selected their 
sample bales for inspection prior to loading the cars. At this time, the bales were 
kept stacked in a corner on the first floor and the inspectors notified when ship- 
ment was ready. The inspectors would give me a slip listing the numbers of the 
bales they wanted and then they would return to their office to await delivery. 
I had a couple of the boys under my supervision pull out the bales called for. 
Willie Mosley, Isaacs Floyd, Jessie Wright, Hugh Morrison, Andrew Crawford, 
or Pop Brunner, or sometimes Eddie Fisher, a foreman, would take these bales 
in the elevator to a landing slightly below the level of the second floor, where 
from 9 to 10 special bales were kept concealed. Many times I have seen all those 
mentioned substitute the specially prepared bales for those pulled from the lot 
for the inspectors. 

For a while, these special bales were wrapped and stenciled, but did not have 
the weight or bale numbers filled in. The substitution was made by marking 
the same weights and bale numbers on the special bales before delivering them 
to the inspection room. Later, special bales, without wrapping, were stored in 
a separate room on the second floor and the substitution was then made by slip- 
ping the wrapping off the selected bales and pulling it over the special bales. 

Harry Tobin was generally present and supervised the switching of bales and 
he instructed me to call him whenever Navy inspectors came in to call for bales 
for inspection. While the sample bales were being pulled and taken up the ele- 
vator, the Navy inspectors would leave the floor, and sometimes go across the 
street to the diner; in the latter case, I was often told by Tobin to be on the look 
out and inform him when I saw them coming out of the diner. 

From about April 1951 to the latter part of 1952, Navy inspectors insisted on 
the shipments being loaded into the freight cars before calling for sample bales 
for inspection. During this period it was the practice to place 40 or 50 specially 
prepared bales containing unusually good wiping cloths in each carload shipment. 
The special bales were kept segregated and were usually the last ones loaded, 
being placed near the top and close to the entrance of the car for easy access. 
Upon Tobin’s instructions, I kept a separate list of the numbers of the special 
bales which I gave to Mr. Tobin, or in his absence, to Eddie Fisher, foreman of 
the “bull gang” and they used these lists when the sample bales were being pulled 
for the Navy inspectors. 

At this time, it was the practice of the Navy inspectors to call for a bale by 
number but to accept any other bale numbered within a range of five numbers 
above or below the specific number called for. This was done so that sample 
bales could be drawn with a minimum amount of shifting of bales in the car, or 
unloading a large portion of the shipment, which would otherwise be required to 
find a specified bale. If the Navy inspector happened to call for one of the 
specially prepared bales, it was furnished; or, if he called for a regular bale with- 
in a range of five numbers of a specially prepared bale, the latter was furnished 
as a substitute; or, in the event no special bale was assigned a number within the 
permissible range of the number called for, the foreman supervising the pulling 
of the sample bales would profess to be unable to find the number called for and 
suggest to the inspector the number of one of the special bales as a substitute 
or otherwise ask the inspector to select a new number. In this manner, all of 
the sample bales furnished the Navy inspectors were specially prepared bales 
not representative of the condition and quality of the carload. 
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The Navy inspectors never refused to accept the bales offered to them that 
were seleced in the manner described above. While the sample bales were being 
pulled, the Navy inspectors seldom entered the car but usually stood outside on 
the loading dock near the entrance of the car. 

From late in 1952 until the last Navy contract was completed the inspectors 
selected bales for inspection as the bales were being loaded into the freight 
cars. Also, during this period the inspection was done right on the first floor, 
instead of in the inspection room, and the inspectors constantly stood by the 
bales selected for inspection. Shortly after this inspection procedure was put 
into effect, I saw no more mixing of inferior material into the bales nor any 
special bales being prepared. 

Several times, I have seen carloads of rejected materials returned from Navy 
installations. Usually, the bales would be unloaded from the cars and placed in 
temporary storage in the Hamilton-Felt Building. I knew that these were Navy 
materials because no other bales were tubed—covered with tubular wrapping—- 
like those for the Navy. Some of the rejected bales may have been re-sorted and 
re-baled, but the majority of them were merely re-covered. The re-covering 
was done on the 3-to-11 shift which was apparent from the high volume of bales 
produced on this shift. Normally, from 180 to 190 50-pound bales would be 
produced in 1 8-hour shift, whereas the 3-to-11 shift sometimes produced as many 
as 700 bales. Also, the re-covered bales were not reflected on the daily produc- 
tion record. 

On one Saturday morning in the winter of 1949-50, I remember snow being on 
the ground, I saw a car of rejected Navy material being prepared for reship- 
ment to the Navy simply by removing the covering, turning it inside out, and 
replacing it on the same bales. After this was done, I restenciled the bales with 
the Navy contract identifications. Persons assisting in this operation were 
Loretta Owens, Alma Helton, Bill Mosely, Isaacs Floyd, and others. Harry 
Tobin was there, and Sa:a Brock was the foreman supervising the job. I caught 
cold working out in the open and was off work the following Monday and Tues- 
day and, when I returned Wedaesday morning, the car into which the re-covered 
bales were loaded was gone. 

I have seen the moisture content tests of the Navy inspectors tampered with 
many times. This was done by placing additional cloths in the dryer while the 
inspectors were not present. On at least three occasions, I, personally, placed 
a small handful of additional cloths in the dryer upon the instructions of Harry 
Tobin who told me that the Government inspectors wanted to run moisture tests 
on the kind of materials he handed me. I did not know the significance of this 
at the time it happened but I suspected something was wrong and told Loretta 
Owens about it. Apparently, Loretta told someone in the front office of my 
suspicions because Bill Stroh questioned me about it. I related the incident to 
Harry Tobin, and thereafter he did not ask me to put any more cloths in the 
dryer when moisture tests were run. I also saw Hue Morrison, a baler, place 
cloths in the dryer when moisture tests were being run. Usually Harry Tobin 
or one of the foremen would draw the inspector’s attention from the dryer and 
in this interval the extra cloths would be placed in the dryer. 

The Navy stencils “USN” or “Anchor” were turned over to me by the Navy 
inspector, Mr. Strong, and the boys under my supervision did the stenciling on 
the bales. It was seldom that the inspectors stood by and watched the stenciling 
and I was told to turn in the Navy stencil to the office when I finished with it. 
After November or December 1952, however, the inspectors began watching the 
stenciling operation 


Then there is the oath. 

Mr. Correr. That is under oath ? 

Mr. Ness. That is under oath. 

Mr. Correr. Now, you have approximately 10 or 12 additional 
statements ? 

Mr. Ness. I have 11 additional statements. 

Mr. Correr. Are the next 3 or 4 in order the same. or are there—— 

Mr. Ness. They are not as broad. They touch on one or two points 
of irregularities reported. 

Mr. Correr. Could we have the next one identified for the record. 


and just touch on what that covers, either by summary or otherwise ? 
Mr. Ness. All right. 
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(The document was marked “Exhibit 2,” (Ness exhibit B)—affi- 
davit dated October 27, 1953, and is retained in the subcommittee files. ) 

Mr. Ness. I will just read the pertinent parts of this. 

Mr. Correr. O. K. 

Mr. Ness (reading) : 


The company inspection was performed on the third floor of the plant where 
a conveyor belt carried the materials, after cutting and trimming, past several 
inspection stations along the line, and finally dropped the cloths approved by 
the inspectors, through a chute to the first floor. Each of the inspectors on 
the line examined the materials as they passed by, and removed those not meeting 
the standards given from time to time. I was stationed at the end of the 
conveyor line and made final inspection of the materials before they dropped 
down the chute. 

Unsuitable materials such as wool, silk, nylon, rayon, upholstery material, 
heavy draperies, too small or irregular sizes, heavy materials, and materials 
with big seams, removed from the conveyor by the inspectors, were placed in 
special carts; however, it was a common practice, except when customer repre- 
Sentatives were present, to disperse small quantities of these materials back 
on the conveyor in accordance with instructions of the foremen. All of the 
foremen and Mr. Petricoff were aware of this practice and gave orders from 
time to time to do it. The unsuitable materials that were not disposed of in 
this manner were taken down to the first floor near the baling machines and 
at this point were mixed with the better materials coming off the conveyor * * *. 

At more or less regular intervals up until approximately May 1951, special 
bales of very good material were prepared for Navy inspection. Usually 9 or 
10 of these bales would be run at one time. Whenever the special bales were 
to be prepared, word would be passed along the production line to hold back 
woolens, rayons, silk, and other unsuitable material and only the very best 
material would then be cut and allowed to pass through for baling. The special 
bales would then be removed to a room on the second floor to the left of the 
freight elevator. It was common knowledge among the old-time employees 
that the special bales were later substituted for the sample bales selected by 
the Navy inspectors. 

In the latter part of April 1951, a Navy representative from the inspection 
office in Cincinnati (believed to be Commander Carlson) called upon me and 
Mr. Clarence Baker, former president of the employees’ union and questioned 
us regarding irregularities in filling Navy contracts. We informed him of the 
practices mentioned above and shortly thereafter the Navy inspection pro- 
cedures were changed to selecting samples after the freight cars had been com- 
pletely loaded. The practice of bringing the special inspection bales to the 
second floor was then discontinued and, instead, the runs of these bales were 
increased to 40 to 50 bales for each freight car being loaded. 


Mr. Correr. You are now proceeding to statement C ? 

Mr. Ness. That is correct, sir. 

(The document referred to was marked “Exhibit 3” (Ness exhibit 
(‘)—affidavit dated November 28, 1953, and is retained in the sub- 
committee files. ) 

Mr. Correrr. Is there anything of a different nature there? 

Mr. Ness. Not particularly. There is something on the moisture. 

Mr. Correr. Is that by a former employee ? 

Mr. Ness. Yes, it is a former employee. 

Mr. Correr. All right, let us pass to D. 

(The document was marked “Exhibit 4” (Ness exhibit D)—A flidavit 
dated November 8, 1953, and is retained in the subcommittee files. ) 

Mr. Correr. Is there anything of a different nature there ? 

Mr. Ness. I believe there is some material in here that should be 
read. It isa rather short statement. 

Mr. Correr. Would you have that identified and read the pertinent 
parts. 
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Mr. Ness (reading) : 


On several occasions, bales either rejected by the Navy inspectors or returned 
from installations were prepared for reshipment to the Navy by merely chang- 
ing the wrappers. The rejected bales were brought into a shed near the loading 
platform and it was here that the wrappers were changed by merely turning 
the coverings inside out and replacing it on the same bales. The bales were 
then restenciled with the Navy contract identification by Esther Gamboe’s help- 
ers. A special type tubing was always used for Navy bales which made them 
easy to identify. I personally have recovered rejected Navy bales in the man- 
ner stated and I have seen Alma Helton, Loretta Owens, Elizabeth Quisenberry, 
Bill Mosely, Hue Morrison, and others do the same thing. 

Bales, specially prepared for the Navy inspectors, were kept stored in the 
“garnet” room in the back of the freight elevator on the second floor. The spe- 
cial bales were substituted for the ones selected by the Navy inspector by remov- 
ing the wrappers from the selected bales and placing them on the special bales 
which would then be delivered to the Navy inspection room. Occasionally, I 
have been assigned to delivering the sample bales and have had to switch the 
bales as stated and I have seen Eddie Fisher and other employees do it. 


Mr. Correr. Will you move on down to the statement H now, but 
have the intervening statements identified for the record. 

(The document marked “Exhibit 5” (Ness exhibit E)—Affidavit 
dated November 7,1953, is retained in the subcommittee files. ) 

(The document marked “Exhibit 6” (Ness exhibit F)—Affidavit 
dated November 5, 1953, is retained in the subcommittee files. ) 

(The document marked “Exhibit 7” (Ness exhibit G)—Affidavit 
dated November 6, 1953, is retained in the subcommittee files. ) 

(The document marked “Exhibit 8” (Ness exhibit H)—Affidavit 
dated November 7, 1953, is retained in the subcommittee files. ) 

Mr. Correr. The statement designated as “H” is a statement by 
& present supervisory employee ; is that correct ¢ 

Mr. Ness. That is correct. 

Mr. Correr. Who has been employed there a considerable length of 
time. 

Mr. Ness. That is correct. 

Mr. Correr. Will you read that in relatively complete detail. 

Mr. Ness (reading) : 


In the fulfillment of my duties and responsibilities as a foreman and in carry- 
ing out the orders of my superiors, I frequently have had to engage in practices 
and cause employees under my supervision to engage in practices or condone 
practices of other supervisory personnel and employees which all of us knew 
were wrong and which were designed to deceive the Government. 

Orders for wiping cloths were received from the United States Navy whose 
representatives always inspected the materials for acceptance right at the 
plant. Until the fall of 1952 when airtight inspection procedures were adopted 
by the Navy, devious methods of one kind or another were practiced from time 
to time to deceive the Navy inspectors so that they would accept shipments 
of materials which were inferior to the cloths furnished the Navy inspectors for 
inspection. 

In its broad scope, the means employed to accomplish the deception included 
preparation of bales of especially good-quality wiping cloths which, by one 
means or another, were regularly substituted for the sample bales selected by 
the Navy inspectors. The general run of materials used in filling Navy orders 
was inferior in quality to the special bales, but through the substitution, the 
Navy inspectors were led to believe that the samples which they inspected were 
representative of the materials shipped. 

In following orders and instructions of superiors, many employees and super- 
visory personnel had knowledge of and had to participate in the irregularities. 
Besides the supervisory personnel, this included particularly, the cutters and 
company inspectors working on the production line on the third floor; the floor- 
women (mixers), the balers, weighers, and sackers (those who wrapped the 
bales with a covering) on the first floor; and the laborers who loaded and 
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unloaded the freight cars, pulled the sample bales for and delivered them to 
the Navy inspectors, and who handled the outthrows and rejected materials 
that were placed in the bales that were actually shipped out. 

The irregular practices became so common that we, the employees, accepted 
them as a part of the routine. Everybody seemed to know about them, except 
the Navy inspectors. 

During the time the Navy inspectors followed the practice of selecting their 
samples prior to loading of the cars, it was the practice to keep from 20 to 30 
special bales without wrapping in the “garnet” room located on the second floor 
at the opposite end of the building from the Navy inspection room. At time of 
delivery of the sample bales from the stack on the first floor to the inspection 
room, the bales selected by the inspectors would be brought into the “garnet” 
room where the covering would be stripped from the sample bales aad placed 
over special bales which were then delivered to the inspectors. I have seen this 
done. 

After some time, the Navy inspectors would not select samples until the cars 
were completely loaded. At this time, it became the practice to include nine 
special bales, unmarked as to bale number and weight, in each carload shipment. 
The special bales were convenieutly placed in the cars so that they could be 
located without too much trouble. When the inspectors called for a bale by num- 
ber, and while a pretense was made to locate the particular bale called for, one of 
the laborers in the car would pull a special bale, and insert the number and 
weight given. The bale would then be shifted to the car entrance and given to 
the inspector. Andrew Crawford always kept a marking pen, with a wiper 
wrapped around it, in his front pocket, and he has inserted the numbers and 
weights on the planted bales. Because of this, the numbers of the sample bales 
were duplicated but the Navy apparently never caught on. 

Some time latter, the Navy inspectors began watching the pulling of their 
samples more carefully which make it difficult to mark the nine planted bales. 
A new method was then devised which required the furnishing of some of the 
special bales in each carload. It started out with 30 to 40 bales and was grad- 
ually increased to 70 to 8O good bales in each carload. At this time the Navy 
inspectors called for bales by number but we were permitted to furnish any other 
bale within a range of five numbers. Some of the special bales were assigned 
numbers in each block of 100. A list was furnished of the special bale numbers 
and whoever was assigned to work with the Navy inspectors saw to it that the 
inspectors always got the special bales for their samples. 

I have added cloths and I have seen others add cloths when moisture tests 
were conducted by the Navy inspectors. This was done when the Navy inspectors 
were not there to see it. On the occasions that I put cloths into the dryer, it was 
on the orders or instructions of Harry Tobin, plant superintendent. 


Mr. Correr. Does Harry Tobin have some interest in the stock of 
the company ¢ 

Mr. Ness. I understand that he does, but I don’t know positively. 

Mr. ee O.K. 

Mr. Ness (reading) : 


I have seen rejected bales prepared for reshipment to the Navy. Sometimes, 
this was done by replacement of the tubing (burlap wrapped around the bales) 
and, on other occasions, the original tubing was merely turned inside out and 
replaced on the same bales. 

Mr. Cotrrer. Now, Mr. Ness, did you have occasion to conduct an 
investigation and examine files regarding a preliminary investigation 
that was made by the Navy inspection pe ersonnel of the Leshner C orp. 
back in 1951? 

Mr. Ness. Yes. We found that there was a file in April 1951. Let 
me draw that file first, and I can tell you more about it. 

Mr. Correr. Well, did it result from the Norfolk receiving center 
obtaining carloads of bales that were very high in rejectionable 
material ? 

Mr. Ness. I believe that was why it was brought about. 


47852—54——_3 
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Mr. Correr. Did representatives from the Columbus area go to Nor- 
folk to conduct some inspection ¢ 

Mr. Ness. Yes. There were representatives from the Cincinnati 
inspection office, from the supervising inspector at Cleveland, and 
representatives from Norfolk. 

Mr. Correr. Was one of these individuals a Mr. Teufen of the 
inspection service of the Navy? 

Mr. Ness. Yes, sir. 

Mr. Correr. Do you have his memorandum of April 8, 1951? 

Mr. Ness. Yes, I have. It doesn’t have that date that I see, but it 
starts out with “8 April.” 

Mr. Correr. Would you read that ? 

Mr. Ness. Do you wish the whole memorandum read, or just the 
meat of it ? 

Mr. Correr. I think it is not too long. Perhaps it is. 

Mr. Ness. He starts out 

Mr. Correr. Do you have the pertinent parts of it marked? 

Mr. Ness. No, I haven't, but I laters I can mark it as I go along. 

Mr. Correr. Go ahead and read it. It is only a little over a page. 

(The document marked “Exhibit 9 (Ness exhibit I)—Report of 
J. X. Teufen covering inspection of 4 carloads of Leshner Corp. wiping 
cloths at Norfolk, Va., April 8, 1951,” follows :) 


Exutreir 9 (Ness Exutnsrr 1) 
Report oF Trip TO NORFOLK, VA 


SPECTION OF FOUR CARLOADS OF WIPING CLOTITS UNDER CONTRACT 
N140-1558S S01 Bb WITH LESH NER CORP 


Car Nos. CB&Q 33827, D&H 17812, CNW 66664, and NKP 17099 


1. Departed Cincinnati 6:40 p. m. April 8, by Baltimore & Ohio Railroad. 


Arrived in Washington, D. C., at 7:25 a. m. April 9 and proceeded to Washing 
ton Airport by cab, where met Mr. Floyd Pierce, of Supervising Inspector of 
Naval Material. Cleveland Departed Washington, D. C., at S:45 a. m. via 


Capital Air Lines Arrived in Norfolk, Va., at 9:40 a. m. and proceeded to 
Naval Supply Center, reporting to Mr. T. Reese, Chief Inspector 

2. After being advised that all wiping cloths were in storage at the Cheatham 
Annex, our party, consisting of Mr. T. Reese, Mr. Whitehurst, inspector in 
charge of wiping cloth inspection, Mr. Chandler, assistant inspector, Mr. F. 
Pierce, Mr. J. Teufen, and Mr. L. Bushman left Norfolk and proceeded to Chaet- 
ham Annex 

3. Upon arriving at Chaetham Annex, we met the warehouseman, who showed 
us the wiping cloths which had been palletized for shipment. The warehouse 
man explained that as he unloaded each car he, at random, drew nine sample 
bales which were shown to us. Since some loose bales were available, we removed 
the outer covering on about four bales and proceeded to remove the banding 
wires from one of these bales. Examination of the bales with the outer cover- 
ing only removed indicated that the quality of the wiping cloths was far below 
contract requirements. This feeling was further substantiated when the one 
bale was broken open and the contents viewed with closer scrutiny. Instructions 
were given to have the 36 bales, 9 bales from each of 4 cars, sent to the Naval 
Supply Center, Norfolk, for further inspection. Our party then went back to 
the Naval Supply Center and arrangements were made with Mr. Reese to begin 
100-percent inspection of the sample bales removed from the 4 cars in question. 

4. On Tuesday, April 10, we reported to Mr. Reese at the Naval Supply Cen 
ter at 8:25 a. m. Inspection of the wiping cloths was immediately begun by 
Mr. Whitehurst and Mr. Chandler with Messrs. Reese, Pierce, Teufen, and Bush- 
man observing. After observing the inspection of two bales, I suggested that 
Mr. Bushman and myself assist in the inspection of the wiping cloths. We pro- 
ceeded to inspect the cloths and found that on the first carload the percentage 
of rejected material amounted to approximately 55 percent average. 
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5. We then proceeded to inspect 2 bales from the second car and 1 bale each 
from the third and fourth cars. The percentage of rejected material in these 
samples was approximately the same as those samples obtained from the first 
car. The outside coverings of the remaining sample bales were removed and it 
was very evident that the remaining bales would contain the same percentage 
of rejectable cloths. 

6. A meeting was arranged and the following were present to discuss the 
results of the reinspection: Adm. T. E. Hipp, Capt. H. W. Stover, Comdr. T. D. 
Gatchel, Lt. Comir. Beyer, Messrs. T. C. Reese, L. Whitehurst, F. Pierce, 
J. Teufen, and L. Bushman. 

7. The admiral expressed his appreciation that we were investigating the 
trouble since he had recently been advised by Admiral Foster, recent head of 
Office of Naval Material, that there were to be no formal rejections of any 
material received at Norfolk under the Anchor Stamp. Admiral Hipp asked 
Mr. Pierce for his opinion and Mr. Pierce said that it was very apparent that a 
complete investigation was in order since the quality of the wiping cloths, as 
sampled at Norfolk, did not reflect the quality of the cloths that he had observed 
being inspected at the Leshner Corp. 

Ss. The conference was adjourned at approximately 1630. After a few final 
words with Messrs. T. C. Reese and L. Whitehurst, we left the Naval Supply 
Center, Norfolk, to return to Inspector of Naval Material, Cincinnati. 

J. X. TEUFEN. 

Mr. Ness. The first part just tells of arriving at Norfolk. The 
first two paragraphs, I believe, I can delete and then we get into the 
meat of it. 


Upon arriving at Chaetham Annex, we met the warehouseman who showed 
us the wiping cloths which had been palletized for shipment. The warehouse- 
man explained that as he unloaded each car he, at random, drew nine sample 
bales which were shown to us. Since some loose bales were available, we 
removed the outer covering on about four bales and proceeded to remove the 
banding wires from one of these bales. Examination of the bales with the outer 
covering only removed indicated that the quality of the wiping cloths was far 
below contract requirements. This feeling was further substantiated when the 
one bale was broken open and the contents viewed with closer scrutiny. In- 
structions were given to have the 36 bales, 9 bales from each of 4 cars, sent 
to the naval supply center, Norfolk, for further inspection. Our party then 
went back to the naval supply center and arrangements were made with Mr. 
Reese to begin 100 percent inspection of the sample bales removed from the 4 
cars in question. 

On Tuesday, April 10, we reported to Mr. Reese at the naval supply center at 
8:25 a.m. Inspection of the wiping cloths was immediately begun by Mr. White- 
hurst and Mr. Chandler with Messrs. Reese, Pierce, Teufen, and Bushman 
observing. After observing the inspection of two bales, I suggested that Mr. 
Bushman and myself assist in the inspection of the wiping cloths. We proceeded 
to inspect the cloths and found that on the first carload, the percentage of 
rejected material amounted to approximately 55 percent. 

Mr. Corrrr. Fifty-five ? 

Mr. Ness. Fifty-five percent. 

Mr. Correr. Rejectionable material ? 

Mr. Ness. That is right. 

Mr. Correr. In the interest of saving a little time could we just 
introduce the rest of that in the record ? 

Mr. Ness. I believe so. 

Mr. Correr. That was a report that J. X. Teufen filed on his return. 

Mr. Ness. That is correct. 

Mr. Correr. Then did they conduct some investigation at the 
Leshner Corp. as indicated by the statement of L. H. Bushman dated 
April 17, 1951? 

Mr. Ness. Yes; I have acopy of that here. 

Mr. Correr. Could you read from about the second paragraph in 
that one; or you can read it all. 








30 NAVY PROCUREMENT OF WIPING CLOTHS 


(The document marked “Exhibit 10 (Ness exhibit J)—Statements 
(2) of L. H. Bushman, April 17, 1951, and April 19, 1954, follows :) 


Exursir 10 (Ness Exursir J) 
STATEMENT OF L. H. BUSHMAN, AprRIL 19, 1951 


On April 18, 1951, I reported to our office at Baldwin-Lima-Hamilton Corp. at 
approximately 0830 and from there I immediately went to the Leshner Corp. 
When I arrived there, I inquired as to the whereabouts of Mr. Tobin, factory 
superintendent. They informed me that he was over in another building and 
would return at approximately 0930. I then went to the Navy inspection depart- 
ment to find that our Navy inspectors had inspected bale No. 486 or car TP-82056. 
So I decided that they wouid reinspect this 486 bale and in so doing we found 
there were 31 pounds of nonconforming cloths. This TP-82056 car had 175.1 
pounds nonconforming cloths, which would reject the car. 

I then went down to the Leshner office to inquire as to Mr. Tobin’s whereabouts 
and if he had returned, and was advised that he was in a meeting. They told me 
that they could locate him by telephone. In talking to Mr. Tobin on the phone I 
advised him that this TP—82056 car would be rejected. He said, “O. K.,” and 
that he would like to see some of the rejected c\oths after the meeting, and it was 
further agreed that the car that had been accepted several days previously would 
be shipped. Shortly thereafter Mr. Tobin came from the meeting and accom- 
panied me to the Navy inspection department to look over the cloths that had 
been rejected Mr. Tobin, in looking over these rejected cloths, said, “I agree 
with you 100 percent. They are bad; I have no argument whatsoever.” Just as 
Mr. Tobin was leaving, Mr. Petricoff came in and said he wanted to look over the 
cloths that had been rejected, and in looking them over he agreed that some of 
our rejects were bad and on the other hand he thought we might refer the matter 
to Washington to get a waiver on some of the cloths. He also said that they were 
going to lay off about three-fourths of their help, and the Navy personnel could 
be relieved until he called us. The rejected cloths were left in the Navy inspec- 
tion department with a note, “Do not remove.” 

We then shipped the car that had been accepted a few days previously. 

Mr. Tobin told me that if there were any Navy papers and other material we 
were welcome to leave them 

I then went to Baldwin-Lima-Hamilton office to telephone J. X. Teufen for 
advice as to what to do with regard to moving our property out of Leshner Corp., 
and as to where the other Navy inspectors and I should report. Mr. Teufen ad- 
vised me to move everything out of the Leshner Corp. and take it up to Baldwin- 
Lima-Hamilton and have the other Navy inspectors to report to our Baldwin- 
Lima-Hamilton office until further notice, and for me to report to Cincinnati. 

I then went back to Leshner Corp. and moved all our equipment and papers up 
to Baldwin-Lima-Hamilton Corp. 

L. H. BUSHMAN. 


STATEMENT OF L. H. BUSHMAN, APRIL 17, 1951 


I reported to Mr. Blakely, NIC Hamilton, at HOR Division at 0830 this date. 
From there I went to Leshner Corp., where I arrived at approximately 0930 to 
find that inspection had already been started on car TP-—82056 in which three 
bales had already been drawn and inspected by our Navy inspectors. These 
bales were No. 55, which showed 2 pounds of nonconforming, bale 135, consisting 
of 2.5 pounds of nonconforming, and bale No. 236, 1.9 pounds nonconforming. 

I then gave one of the workmen 3 numbers: 350, 485, and 575. I later went to 
the loading dock to find that the workmen had just finished pulling out the three 
above-mentioned bales. There were three remaining bales to be pulled from this 
car, so I went into the car with the workmen and pointed out the following bales: 
1443, 485, and 486. These three bales were taken from the car and left on the 
loading dock. I presumed one of the workmen would soon be down to take these 
three bales up to the Navy inspection department. I watched those three bales 
carefully and in a short time I understood there was a fire broke out, I believe 
on the fourth floor. A short time later, one of their supervisors came down to 
the loading dock where I was watching the bales and I told him that nobody had 
ever come back to take these three bales up. He said a lot of their workmen 
had been called from their jobs to move bales that were in the fire or in danger 
of the fire. The elevator was therefore tied up at this time. 
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Mr. Tobin then asked me if I would like to go and see the fire. I did not go. 
After waiting on the loading dock for a half hour or possibly longer, a workman 
came down and took the bales up to our Navy inspection department, accompanied 
by me. And in inspecting these bales, bale No. 350 had 2 pounds of nonconform- 
ing, bale No. 485 had 1.7 pounds nonconforming, bale No. 575, 1.5 pounds non- 
corming. Bale No. 448, which was inspected by one of our Navy inspectors, 17 
pounds nonconforming. Bale 485, which was inspected by a Navy inspector and 
myself, had 15.5 pounds nonconforming. Bale 486 was to be inspected by one of 
our Navy inspectors; had no report on this bale by quitting time as it was time 
for me to leave. 


Mr. Ness. This is a memorandum signed by Ear] C. Carlson, lieu- 
tenant commander, of the Navy. 

Mr. Corrrer. No; it was L. H. Bushman. 

Mr. Ness. It concerns his trip. 

Mr. Correr. Pardon me? 

Mr. Ness. It concerns his trip. Is the date of it April 13, 1951? 
Bushman has a memorandum that follows Teufen’s, where they both 
relate about the same information. 

Mr. Corrrer. I want Mr. Bushman’s memorandum of the 17th, 
where he goes back and tries a test inspection after their visit to Nor- 
folk, and the results of that. It is a half-page memo, at the Leshner 


a 
Mr. Ness. I will get it. 
Statement of Mr. L. H. Bushman, April 19, 1951. 


Mr. Correr. The 17th. 

Mr. Ness. There are two statements. 

Mr. Correr. I want the April 17 one. 

Mr. Ness. Allright. I will take the April 17 first. 


I reported to Mr. Blakely, NIC Hamilton, at HOR Div. at 0830 this date. 
From there I went to Leshner Corp., where I arrived at approximately 0930 to 
find that imspection had already been started on car TP-82056 in which three 
bales had already been drawn and inspected by our Navy inspectors. These 
bales were No. 55, which showed 2 pounds of nonconforming; bales 135, consist- 
ing of 2.5 pounds of nonconforming ; and bale No. 236, 1.9 pounds nonconforming. 

I then gave one of the workmen 3 numbers—350, 435, and 575. I later went to 
the loading dock to find that the workmen had just finished pulling out the 3 
above-mentioned bales. There were 3 remaining bales to be pulled from this car, 
so I went into the car with the workmen and pointed out the following bales: 
443, 485, and 486. These 3 bales were taken from the car and left on the loading 
dock. I presumed one of the workmen would soon be down to take these 3 bales 
up to the Navy Inspection Department. I watched those 3 bales carefully and in 
a short time I understood there was a fire broke out, I believe on the fourth floor. 
A short time later, one of their supervisors came down to the loading dock where 
I was watching the bales and I told him that nobody had ever come back to take 
these 3 bales up. He said a lot of their workmen had been called from their jobs 
to move bales that were in the fire or in danger of the fire. The elevator was 
therefore tied up at this time. 

Mr. Tobin then asked me if I would like to go and see the fire. I did not go. 
After waiting on the loading dock for a half hour or possibly longer, a workman 
came down and took the bales up to our Navy Inspection Department accom- 
panied by me. And in inspecting these bales, bale No. 350 had 2 pounds of non- 
conforming, bale No. 435 had 1.7 pounds nonconforming, bale No. 575 1.5 pounds 
nonconforming. Bale No. 443, which was inspected by one of our Navy inspectors, 
17 pounds nonconforming. Bale 45—— 


Mr. Correr. That is 485, it is not? 

Mr. Ness. It says “45” on this copy. 

Mr. Correr. If you will look up above, he pointed to bales 443, 
485, and 486. Now he is starting to take these up. 

Mr. Ness. There is a typographical error apparently. 
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Mr. Correr. The ones he was watching when the fire broke out. 
Mr. Ness. That is right. It should be 485. 


Bale 485, which was inspected by a Navy inspector and myself, had 15.5 pounds 
nonconforming. Bale 486 was to be inspected by one of our Navy inspectors; had 
no report on this bale by quitting time as it was time for me to leave. 

Mr. Correr. In other words, the bales that the inspectors had asked 


them to get out of the cars, that they had given the numbers on, had 
turned up with less than 2 pounds of rejectionable material; but the 
bales he picked out himself and sat on during this fire he was invited 
to see had 18 or 19? 

Mr. Ness. That is correct. The bales personally selected by the 
inspectors contained much greater percentage of rejected or noncon- 
forming materials. 

Mr. Correr. Did they conduct some other investigation at that 
time? Was it Comdr. Carlson and Lt. Comdr. Talerico, Jr., and Mr. 
Teufen? Were they sent in to Naval Material as reports with the sug- 
gestions that the company was substituting bales on them? That is 
when they asked for these inspections ? 

Mr. Ness. The results of these inspections were communicated to 
the Office of Naval Material by speedletter dated April 16, 1951. 

Mr. Correr. Mr. Chairman, could we have introduced in the record 
the report of Lt. Comdr. Talerico and Comdr. Carlson which reflects 
this preliminary investigation ? 

Mr. Rren~tmMan. Without objection it is so ordered. 

(Exhibit 11—Report of Lt. Comdr. Talerico, and Comdr. Carlson.) 


EXxuHIsiT 11 


NAVAL SPEEDLETTER 
AprIL 16, 1951. 
To: Office of Naval Material, Field Service Division, Washington, D. C. Code 
M55. 

Confirming telephone conversation this date, enclosures (1) through (4) are 
forwarded for information. On the basis of the information in enclosure (4), it 
is suspected that the contractor is secretly placing nine bales of good quality 
cloths in the car. These nine bales are complete in all respects except that the 
bale numbers are not marked thereon. Our inspectors have been giving the 
contractor’s employees a list of sample bale numbers. The contractor’s em- 
ployees then go into the car and locate the desired bales, while the Navy 
inspector stands in the car doorway. Apparently the contractor’s employees, 
instead of searching for the actual bales requested, search for the planted, 
good bales, and while pulling them out they mark the requested bale numbers 
thereon. 

On the basis of the two bales referred to in enclosure (4) (121 and 286), ear 
NW-27316 has today been rejected. The contractor has started a new car and 
has not yet advised what action he intends to take on the rejected car. 

It is requested that expeditious action be taken in this matter, authorizing this 
office to turn the matter over to the FBI as the FBI has verbally stated that they 
believe action should be taken. There are still eight carloads to be shipped on 
the present contract, N140—155s-25904 (B), all of which will be shipped to Stock- 
ton, Calif. 

A. TALERICO, Jr. 


Enclosures: (1) Chronological history sheet starting April 9, 1951; (2) J. X. 
Teufen’s report of trip to Norfolk, April 9 and 10, 1951; (3) L. H. Bushman’s 
report of trip to Norfolk, April 9 and 10, 1951; (4) résumé (dated April 13, 1951) 
of Mr. Bushman’s actions at the Leshner Corp. plant on April 12, 1951. 

From: Inspector of Naval Material, 230 East Ninth Street, Cincinnati 2, Ohio. 
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APRIL 13, 1951. 
MEMORANDUM 


Subject: Leshner Corp. wiping cloth problem. 

1, These notes concern Mr. Bushman’s movements on April 12, 1951, the day 
after his return from inspecting the four carloads of wiping cloths at the Naval 
Supply Depot, Norfolk. 

2. Mr. Bushman arrived at Lashner Corp. 10:30 a.m. He immediately went 
to the second floor, which is the Navy inspection department. Upon arriving in 
the department, Mr. Bushman was approached by Mr. Tobin, plant superintend- 
ent, who made the following remark: “How are things in Norfolk?” Mr. Bush- 
man denied having been in Norfolk. There was further conversation between 
Mr. Bushman and the superintendent in which the superintendent inquired as 
to who had gone to Norfolk. Mr. Bushman pretended utter ignorance in the 
affair. 

3. The superintendent then said (in discussion of the status of production at 
the plant) that they had one complete car ready to go which had been inspected 
and had been sealed with a seal applied by Leshner Corp. A second car which 
was due to be completed and shipped on this bill of lading had approximately 
300 bales in the car. (For a matter of record, this car number was EP—27316.) 

4. Mr. Bushman decided to sample these 300 bales, and he told the Navy in- 
spectors to give the workmen 3 numbers in the car. The first number was 33; 
the second number Mr. Bushman does not recall; the third number Mr. Bushman 
does not recall. The subsequent story will show that these latter two numbers 
are not inrportant. 

5. One of the Navy inspectors went to the workmen and gave them the three 
numbers, then came back to Mr. Bushman. Then Mr. Bushman and the Navy 
inspector went down to the car located at the loading dock. Mr. Bushman 
observed the workmen making an effort to locate the bales of the given three 
numbers. Shortly, one workman declared that he had found bale No. 33. Mr. 
Bushman then said, “I see you are having too much trouble finding the numbers 
{he referred to the two remaining numbers that had been given to the workmen]. 
Give me this one and give me that one instead of the twg numbers you have.” 
With that, he pointed to bale No. 121 and bale No. 286. ‘These were two num- 
bers that Mr. Bushman could see immediately in front of him. These three bales 
were loaded on a truck and taken on the elevator to the Navy inspection floor. 
Mr. Bushman stayed with the bales the whole distance, 

6. On the Navy inspection floor, the bales were then opened by the two Navy 
inspectors and Mr. Bushman. Mr. Bushman declares that No. 33 bale “looked the 
same as the bales that he had always inspected.” Mr. Bushman says that this 
kind of bale has a singular aspect from the standpoint of cleanliness and smell. 
7. The following is a result of Mr. Bushman’s inspection: 

Bale No. 33: 

Weight of the bale, 50 pounds. 
Weight of rejection, 1 pound. 

Bale No. 121: 

Weight of the bale, 50 pounds. 
Weight of rejection, 24.6 pounds. 

Bale No. 286: 

Weight of the bale, 52 pounds. 
Weight of rejection, 21 pounds. 

Notre.—Attention should be called at this point to the fact that bales 121 and 
286 were the 2 bales that Mr. Bushman had picked at random from the car 
and substituted for the 2 numbers originally given. Bale No. 33 was on the 
original list. 

EARLE C,. CARLSON, 
Ledr. U. S. Navy. 

Mr. Correr. Did they do anything else, Mr. Ness, at that time? Did 
they call inthe FBI? 

Mr. Ness. In this referral to the Office of Naval Material it re- 
quested that the Cincinnati office be authorized to turn the matter over 
tothe FBI. 

Mr. Correr. Had they not already talked to the FBI on their own? 

Mr. Ness. Verbally they had talked to a representative of the FBI. 
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Mr. Corrrer. The Cincinnati office ? 

Mr. Ness. The Cincinnati office ; that is correct. 

Mr. Correr. Then they sent the matter in to Washington and asked 
for official authorization to call inthe FBI / 

Mr. Ness. That is right. 

Mr. Correr. To investigate this indicated fraud / 

Mr. Ness. That is correct. 

Mr. Correr. Did a reply come back from Washington ? 

Mr. Ness. Yes, the reply is dated April 20,1951. I have it here in 
my hand. 

Mr. Correr. Who wasthat from? Whosigned that? 

Mr. Ness. It is signed by M. R. Williams, Assistant Chief of Naval 
Material (Field Services). It is from the Office of Naval Material, 
Washington. 

Mr. Correr. Will you read a part of that into the record ? 

Mr. Ness. Yes. 

(The document marked “Exhibit 12” (Ness exhibit K), letter from 
M. R. Williams, Assistant Chief of Naval Material (Field Services), 
to Inspector of Naval Material, Cincinnati, Ohio, April 20, 1951, 
follows:) 

EXHIBIT 12 (Ness Exuisit K) 


OFFICE OF NAVAL MATERIEL, NAVY DEPARTMENT, 
Washington, D. C., April 20, 1951. 
M55/ARS :gg 
BN24/L5-1 


From: Chief of Naval Material 

To: Inspector of Naval Material, Cincinnati, Ohio 

Subj: Wiping Cloth inspection, Leshner Corp. 

Ref: (a) INM Cincinnati confidential spdltr (IA JLB: DT over J19, Leshner 
(gen.) of 16 Apr. 1951 to ONM (code M55). 

(b) ONM (FSD) inspection adm. cir. ltr. No. 50-4 M552/JIMR:gg A2/L5-1 
of 19 June 1950—Subj: Responsibility of Naval Inspectors to witness 
loading of cars at contractor’s plant. 

(c) MIL-STD-105A—Section 7.3 

(d) NAVEXOS P-471—Instruction guide for inspectors of items, Article 
2.50 

1. Receipt of reference (a) is acknowledged. 

2. The Federal Bureau of Investigation is not to be requested to take any 
action in subject matter. 

3. Information contained in reference (a) has been carefully reviewed and 
the following comments are offered : 

a. Obviously, lot samples for inspection have not been selected in accordance 
with instructions contained in references (c) and (d). It is considered that the 
inspector has been remiss in the performance of his duties, particularly in con- 
nection with this phase of the inspection procedure. 

b. Refer also to paragraph 1.b of reference (6) which is quoted for emphasis— 
“Therefore, carloadings need not be witnessed by the inspector unless—b. In the 
opinion of the inspector there is possibility of substitution.” 

ce. Reference is further made to Chief of Naval Material confidential letter 
addressed only to all SupInsMats MO5B-GLS-ch over A16 of 19 July 1950 which 
authorized addressees to resort to overtime employment in excess of 40 hours 
per week when—‘a. Necessary to fit inspection to contractors working hours. 
b. When necessary to expedite shipments on urgent orders—” 

4. It is considered that if addressee had fully complied with all of the refer- 
enced instructions that there would have occurred no opportunity for the con- 
tractor to “secretly place nine bales of good quality cloths in the car,” which is 
mentioned in reference (a) as being suspected. However, if there is, or if there 
should be developed evidence of such action on the part of the supplier, this fact 
should be made known in complete detail to this office for further action. 
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5. For purposes of continued inspection of material from subject contractor 
the addressee is directed to comply fully with all provisions and instructions 
contained in the contract and referenced specifications with particular emphasis 
on the proper selection of samples. If, to accomplish this, a round-the-clock 
presence of one or more inspectors is deemed necessary, this also will be provided. 

6. To summarize, what is required of the addressee is complete assurance that 
the material loaded into cars for delivery to the Navy will be in strict accordance 
with contract and specification requirements and that there is left no opportun- 
ity for anyone to substitute material during the inspection process nor after the 
cars have been loaded. The inspector will stamp the car seals with the anchor 
stamp if the material is found to be fully acceptable (refer to Inspection Admin- 


istration Manual D1.00.12). 
M. R. WILLIAMS, 


/s/ M. R. Williams, 
Asst. Chief of Naval Material (Field Services). _ 


Mr. Ness (reading) : 


The Federal Bureau of Investigation is not to be requested to take any 
action in subject matter. 


Mr. Correr. Is the “not” underlined ? 
Mr. Ness. It is underlined. 

Mr. Correr. Yes. 

Mr. Ness (reading) : 


Information contained in reference (a) has been carefully reviewed and 
the following comments are offered : 

a. Obviously, lot samples for inspection have not been selected in accordance 
with instructions contained in references (c) and (d). It is considered that 
the inspector has been remiss in the performance of his duties, particularly 
in connection with this phase of the inspection procedure. 

b. Refer also to paragraph 1.b of reference (b) which is quoted for em- 
phasis—“Therefore, carloadings need not be witnessed by the inspector unless— 
b. In the opinion of the inspector there is possibility of substitution.” 

c. Reference is further made to Chief of Naval Material confidential letter 
addressed only to all Supervising Inspectors Materials, file reference 
M05B-GLS-ch over A16 of July 19, 1950, which authorized addressees to resort 
to overtime employment in excess of 40 hours per week when—‘“a. Necessary 
to fit inspection to contractors working hours. b. When necessary to expedite 
shipments on urgent orders—” 


That is the end of that. 


It is considered that if addressee had fully complied with all of the referenced 
instructions that there would have occurred no opportunity for the contractor 
to “secretly ——” 


Mr. Correr. Would you speak up a little louder? Your voice 
keeps dropping. 
Mr. Ness. All right. 


It is considered that if addressee had fully complied with all of the refer- 
enced instructions that there would have occurred no opportunity for the 
contractor to “secretly place nine bales of good quality cloths in the car,” 
which is mentioned in reference (a) as being suspected. However, if there is, 
or if there should be developed evidence of such action on the part of the sup- 
plier, this fact should be made known in complete detail to this office for 
further action. 

For purposes of continued inspection of material from subject contractor 
the addressee is directed to comply fully with all provisions and instructions 
contained in the contract and referenced specifications with particular emphasis 
on the proper selection of samples. If, to accomplish this, a round-the-clock 
presence of one or more inspectors is deemed necessary, this also will be 
provided. 

To summarize, what is required of the addressee is complete assurance— 
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Which is underscored- 


That the material loaded into cars for delivery to the Navy will be in strict 
accordance with contract and specification requirements and that there is left 
no opportunity for anyone to substitute material during the inspection process 
nor after the cars have been loaded. The inspector will stamp the car seals 
with the anchor stamp if the material is found to be fully acceptable. 

Then there is the parenthesis : 

refer to Inspection Administration Manual D1.00.12. 

Mr. Correr. Well, from this letter it might appear that they said: 
“No, don’t have any investigation made.” and that they were cen- 
suring the people in the field. Did you talk to any of them about 
that phase of it? 

Mr. Ness. I talked to Mr. Teufen about that file of correspondence. 

Mr. Correr. What did he say ¢ 

Mr. Ness. Well, he gave me the general impression that they were 
frustrated in their efforts of trying to accomplish something. They 
felt in their own minds that their suspicions of substitution were 
pretty well founded, and yet when they tried to do something about 
it they got this—you might refer to it as—slz ip in the face back, say- 
ing, “No, you weren’t doing your work right.” 

Mr. Correr. Did they have the facilities to investigate that out 
there, professionally ? 

Mr. Ness. I really don’t know. I doubt that they do. I believe 
most of those men are technical men in the Cincinnati office. Else- 
where in the service I don’t know. 

Mr. Correr. Do you know whether anything ever came from the 
conversation which they had with the FBI in this connection ? 

Mr. Ness. I don’t personally have any information on that. 

Mr. Correr. Have you reviewed any records which might indicate 
that to you? 

Mr. Ness. The only record I have seen was a reference to verbally 
reporting it to the FBI, and then this letter which I read, which says 


Don’t bring the FBI in. 


Mr. Correr. Didn’t you investigate other phases of that ? 

Mr. Ness. Mr. Simmons had something on an FBI report. 

Mr. Correr. Didn’t you review it? We would like to follow the 
case through with one witness if we can. 

Mr. Ness. I didn’t. I assumed Mr. Simmons was going to testify 
about it. 

Mr. Correr. Who? 

Mr. Ness. Mr. Bill Simmons. 

Mr. Correr. Would you be be sworn, please. 

Mr. Rrenuman. Do you swear that the evidence given before this 
committee will be the truth, the whole truth and nothing but the truth, 
so help you God ? 


TESTIMONY OF WILLIAM M. SIMMONS, JR., INVESTIGATOR, 
GENERAL ACCOUNTING OFFICE 


Mr. Srmmons. Yes, sir. 
Mr. Correr. Mr. Simmons, you are an investigator for the GAO? 
Mr. Stmmons. Yes, sir. 


& 
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Mr. Correr. Did you make some further examination of this phase 
we have just been discussing ? 

Mr. Simmons. Yes, sir; I reviewed the portion of the Navy file 
which had a memorandum in it. As I recall it it was from the Office 
of Naval Intelligence to the Office of Naval Material. It made refer- 
ence to an FBI investigation that had been made and a report that 
had been submitted to the Navy. 

Mr. Correr. Was there any notation as to the substance of the FBI 
report ? 

Mr. Simmons. Let us see if I can recall. It said that the naval 
authorities did not believe that the matter warranted investigation. 

Mr. Corrrr. Do you have any notation from the naval files ? 

Mr. Simmons. I have a photostat which I believe I laid on your 
desk. 

Mr. Correr. Would you get it? I did not know you did. 

Mr. Simmons. Yes, sir. I will see if I can locate it. 

I have a photostat of a memorandum dated October 2, 1951, and 
marked “Confidential.” It is from the Chief of Naval Material to the 
Director of Naval Intelligence. 

“Subject : Lesher Corp., Hamilton, Ohio.” 

It encloses—and this is in abbreviation—some I am not able to make 
out. However, it says: 
enclosing FBI report made at Cincinnati of 29 August 1951. 

The only remark in the memorandum is that— 

Enclosure (1) has been reviewed by this office, and is returned herewith. 


However, at the bottom of the memorandum—this was signed by 
George D. Simms and it says, “By direction”—at the bottom of this 
carbon copy there was a statement typed on in original: 


SYNOPSIS OF FACTS 


Information received subject company believed possibly guilty of fraud as 
this concern suspected of supplying machine wiping cloths of lesser quality 
than specified in United States Navy contract. Navy inspectors of opinion 
lesser quality materials being supplied through process of substituting bales of 
cloths for inspection. Naval authorities of opinion matter does not warrant 
investigation. Assistant United States Attorney, Cincinnati, of opinion this 
matter does not warrant investigation and prosecution due to attitude of Naval 
authorities. 


(Exhibit 13—Memo from Chief of Naval Material to Director of 
Naval Intelligence, October 2, 1951, follows :) 


Exutnsir 13 
2 OcToBER 1951. 
M35-—CSD : ems 
From: Chief of Naval Material. 
To: Director of Naval Intelligence. 
Attention: Op 321 D, room 5D679, Pentagon Building. 
Subject: Leshner Corp., Hamilton, Ohio. 
Enclosure: (i) ONI conf memo Op 321 D FXMcK/mm, Serial 027777P32 of 
17 Sept. 1951 enclosing FBI report made at Cincinnati of 29 August 1951. 
1. Enclosure (1) has been reviewed by this Office, and is returned herewith. 
GEORGE D. SIMMS 
(By direction). 
Declassified 10 Nov. 1953 by memo M35—-NEP:ems. From Chief of Naval 
Material, signed John Gingrich. 
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That apparently is a synopsis on the front of the FBI report. I 
don’t know. 

Mr. Correr. Thank you, Mr. Simmons. 

Mr. Ness, did you also have occasion to investigate an earlier oc- 
currence with respect to the rejection of carload lots of wiping cloths 
of Leshner and other companies at the Norfolk station / 


FURTHER TESTIMONY OF WILBUR B. NESS, INVESTIGATOR, 
GENERAL ACCOUNTING OFFICE, LOUISVILLE, KY. 


Mr. Ness. Yes, I found some correspondence that unsatisfactory 
materials—records of that have gone back prior to August 1950, and 
they continue up until the fall of 1952. Lam referr ing now to Leshner, 
where we picked out letters complaining about shipments received 
from Leshner. 

Mr. Corrrer. When these people made their investigation at Norfolk 
in the spring of 1951 did they learn something with respect to the situ- 
ation at Norfolk or rejections? 

Mr. Ness. Yes. In Mr. Teufen’s memorandum he has a statement 
there that these inspectors in Norfolk had told him that they had 
received instructions not to reject any more carloads at destination. It 
seemed that those instructions were issued in about August 1950. 

Mr. Correr. Now, did you pursue that inquiry by contacting any 
of the personnel at Norfolk ? 

Mr. Ness. Yes, and we have a statement from Mr. Whitehurst, a 
statement under oath, in which he touches upon that very matter. 

Mr. Correr. Will you read that statment. 

(The document marked “Exhibit 14” (Ness Exhibit L)—affidavit 
from Lawrence Whitehurst, former inspector at Naval Supply Center, 
Norfolk, Va., October 29, 1953, follows :) 


ExHIsitT 14 (Ness ExHIBIT L) 


AFFIDAVIT 


STATE OF VIRGINIA, 
City of Norfolk, ss: 


I, Lawrence Whitehurst, civilian chief of the Management Division, Hampton 
Roads Port of Embarkation, Norfolk, Va., having been advised of my constitu- 
tional rights in that I do not have to make a statement unless I wish to do so, 
voluntarily and having been duly sworn on my oath depose and say that: 

I was employed as an inspector in the Inspection Branch of the Freight Termi- 
nal Division at the Naval Supply Center, Norfolk, Va., from March 1947 to May 
1951. I was the principal inspector of wiping cloths from approximately 1949 
until I left the supply center in May 1951. 

As soon as I was assigned duty in connection with inspecting wiping cloths I 
found that approximately 50 percent of all wiping cloths being received did not 
meet specifications even though previously inspected. Three of the firms that 
were shipping poor quality wiping cloths were Leshner Corp., Grossman & Sons, 
Inc., and Sanitary Wiping Cloth & Burlap Co. The worst rags were received 
from the Leshner Corp. 

I continued inspecting wiping cloths and rejecting faulty shipments until early 
1950. On August 18, 1950, I was called to the office of Commander Gatchel, officer 
in charge of the Freight Terminal Division, Naval Supply Center. He said that 
he had been ordered by Rear Admiral Hipp, commanding officer of the Naval 
Supply Center to stop rejecting shipments of wiping cloths that had previously 
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been inspected and passed. Commander Gatchel told me that the Secretary of 
the Navy, Mr. Mathews, had called Rear Admiral Hipp on August 18, 1950, and 
had instructed him not to reject any more wiping cloths. The Secretary told 
Admiral Hipp that contractors with Congressmen had come to him with com- 
plaints and that from that date on all cloths should be accepted. Commander 
Gatchel told me that I could continue to inspect the wiping cloths and make 
record of my findings if they were not in accordance with specification but I could 
not make any rejections. 

I became very discouraged for I could see the Government was paying large 
sums of money for wiping cloths of very poor quality that were not in accordance 
with specifications and I was unable to do anything about it. As a result, inspec- 
tions of wiping cloths was practically stopped. 

I have read the above statement and have been given an opportunity to make 
corrections thereon. The statement is true and correct to the best of my knowl- 
edge and belief. No threats or promises of any kind were made to me in order 
to induce me to make or sign this statement. I have made this statement freely 
and voluntarily in order that the truth may be known. 

(Signed) LAWRENCE WHITEHURST. 

OCTOBER 29, 1953. 


Mr. Ness (reading) : 


I was employed as an inspector in the Inspection Branch of the Freight 
Terminal Division at the Naval Supply Center, Norfolk, Va., from March 1947 
to May 1951. I was the principal inspector of wiping cloths from approximately 
1949 until I left the supply center in May 1951. 

As soon as I was assigned duty in connection with inspecting wiping cloths 
I found that approximately 50 percent of all wiping cloths being received did 
not meet specifications even though previously inspected. Three of the firms 
that were shipping poor quality wiping cloths were Leshner Corp., Grossman & 
Sons, Inc., and Sanitary Wiping Cloth & Burlap Co. The worst rags were 
received from the Leshner Corp. 

I continued inspecting wiping cloths and rejecting faulty shipments until 
early 1950. On August 18, 1950, I was called to the oftice of Commander 
Gatchel, officer in charge of the Freight Terminal Division, Naval Supply 
Center. He said that he had been ordered by Rear Admiral Hipp, commanding 
officer of the Naval Supply Center to stop rejecting shipments of wiping cloths 
that had previously been inspected and passed. Commander Gatchel told me 
that the Secretary of the Navy, Mr. Mathews, had called Rear Admiral Hipp 
on August 18, 1950, and had instructed him not to reject any more wiping cloths. 
The Secretary told Admiral Hipp that contractors with Congressmen had come 
to him with complaints and that from that date on all cloths should be accepted. 
Commander Gatchel told me that I could continue to inspect the wiping cloths 
and make record of my findings if they were not in accordance with specifica- 
tion but T could not make any rejections. 

I became very discouraged for I could see the Government was paying large 
sums of money for wiping cloths of very poor quality that were not in accord- 
ance with specifications and I was unable to do anything about it. As a result, 
inspections of wiping cloths was practically stopped. 

And then he has the oath. 

Mr. Correr. Did you interview Commander Gatchel ? 

Mr. Ness. Representatives of our office have talked with Com- 
mander —— 

Mr. Correr. Do you have his statement or the results of that 
interview / 

Mr. Ness. Yes, it is an oral statement that was taken from Com- 
mander Gatchel. 

Mr. Correr. Would you read what the results are on that 
interview ? 
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(The document marked “Exhibit 15” (Ness exhibit M)—General 
Accounting Office report of interview with Comdr. Theodore D. 
Gatchel, November 4, 1953, follows :) 


ExHIBIT 15 (Ness ExHIBIT M) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
OFFICE OF INVESTIGATIONS, 
November 4, 1953. 
Wiping Cloths: 
CHIEF OF INVESTIGATIONS, 
IC, New Orleans 
File No. : I-18215 

Pursuant to the request in your memorandum of November 2, 1953, Investiga- 
tors Rabbitt and Brumbach interviewed Comdr. Theodore D. Gatchel at the 
Supply Center, United States Naval Station, New Orleans, La., relative to his 
knowledge of the matters contained in the affidavit of Mr. Lawrence Whitehurst, 
formerly an inspector at the Naval Supply Center, Norfolk, Va. 

Commander Gatchel stated he was Freight Terminal Officer, Naval Supply 
Center, Norfolk, Va., from 1947 to November 1951, and that Mr. Lawrence White- 
hurst was under his direction as an inspector, assigned to the inspection of 
wiping cloths received from persons who were under contract to supply these 
items to the Navy. 

Commander Gatchel also related that when he was stationed at Norfolk Mr. 
Whitehurst informed him on numerous occasions that the wiping cloths being 
received from the contractors did not meet the contract specifications and were 
inferior in many respects; and that this information was forwarded to Rear 
Adm. Charles W. Fox, Chief, Office of Naval Material, Washington, D. C., by 
Rear Adm. T. Earl Hipp, Commanding Officer, Naval Supply Center, Norfolk, Va. 

Commander Gatchel further stated that after a number of complaints had 
been made to the Chief, Office of Naval Material, that Rear Admiral Fox in- 
formed Rear Admiral Hipp to drop inspections of wiping cloths—that it was 
none of your (the Norfolk Naval Supply Center) business as the cloths had been 
previously inspected at the contractor’s plant. Commander Gatchel stated that 
after these orders were relayed to him by Rear Admiral Hipp that the inspection 
of wiping cloths was confined to quantity and damage and no further inspections 
were made as to quality while he was stationed at Norfolk. 

Referring to Mr. Whitehurst, Commander Gatchel stated he was an excellent 
employee, trustworthy, and very conscientious. Commander Gatchel added he 
would employ Mr. Whitehurst at any time because of his abilities. 

After relating the foregoing, Commander Gatchel was then questioned relative 
to each pertinent fact contained in Mr. Whitehurst’s affidavit. Commander 
Gatchel answered that the information in the affidavit was true. He also men- 
tioned that correspondence verifying the complaints made to the Office of Navy 
Material that the contractors were furnishing inferior and substandard wiping 
cloths could be found in the F. T. D. file at Norfolk. 

Commander Gatchel advised that since the Fall of 1951 Rear Adm. T. Earl 
Hipp had been stationed at Oakland, Calif. as Commanding Officer, United States 
Naval Supply Center. 

(Commander Gatchel was cooperative and answered all questions unhesitat- 
ingly.) 

ACTING INVESTIGATOR IN CHARGE. 


Mr. Ness. I will just pick out the pertinent part. 


Commander Gatchel also related that when he was stationed at Norfolk Mr. 
Whitehurst informed him on numerous occasions that the wiping cloths being 
received from the contractors did not meet the contract specifications and were 
inferior in many respects; and that this information was forwarded to Rear 
Adm. Charles W. Fox, Chief, Office of Naval Material, Washigton, D. C., by Rear 
Adm. T. Earl Hipp, Commanding Officer, Naval Supply Center, Norfolk, Va. 

Commander Gatchel further stated that after a number of complaints had been 
made to the Chief, Office of Naval Material, that Rear Adm. Fox informed Rear 
Adm. Hipp to drop inspections of wiping cloths—that it was none of your (the 
Norfolk Naval Supply Center) business as the cloths had been previously in- 
spected at the contractor’s plant. Commander Gatchel stated that after these 
orders were relayed to him by Rear Adm. Hipp that the inspection of wiping 
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cloths was confined to quantity and damage and no further inspections were 
made as to quality while he was stationed at Norfolk. * * * 

After relating the foregoing, Commander Gatchel was then questioned relative 
to each pertinent fact contained in Mr. Whitehurst’s affidavit. Commander 
Gatchel answered that the information in the affidavit was true. 


Mr. Correr. Did your organization interview Admiral Hipp? 
Mr. Ness. Yes, we did. 

Mr. Correr. Did you get some sort of a report from him? 

Mr. Ness. It is a report of an oral statement. 

Mr. Correr. Will you give us the substance of that interview. 

Mr. Ness. Admiral Hipp states: 


That part of Mr. Whitehurst’s affidavit which concerns discontinuance of 
rejection of wiping cloths is substantially correct, the principal discrepancy 
being that the instruction was verbal to Admiral Hipp from Rear Adm. C. W. 
Fox, Chief, Bureau of Supplies and Accounts, and not from Secretary Matthews, 


Mr. Correr. Did he go into any more detail about it ? 
Mr. Ness. I will continue reading: 


Admiral Hipp talked to Admiral Fox several times about results of inspec- 
tions of wiping cloths at Norfolk Supply Center and Admiral Fox recommended 
that rejection of material be continued until specifically instructed to stop 

Admiral Fox told Admiral Hipp that he could understand the supply center’s 
position in wanting to reject all unacceptable material but the Bureau of Supplies 
and Accounts could not be placed in the position of reporting to the Secretary 
the deficiencies of the Office of Navy Material (the responsible branch of the 
Department which originally accepted the cloths as conforming to specifications 
before shipment to the various supply centers) Admiral Fox said that Vice 
Adm. E. D. Foster, Chief, Office of Navy Material, was aware of inadequacies in 
the inspection service but blamed them on the shortage of efficient manpower 
and said he was doing all he could to improve conditions. 

Although Admiral Fox said not to make any more rejections at the Norfolk 
supply center, he did agree that Admiral Hipp should continue his inspections of 
wiping cloths and make reports to the Bureau of Supplies and Accounts with 
a copy forwarded to the Office of Navy Material. 


He said Commander Gatchel sent the reports as instructed and 
copies should be on file in the commander’s office in Norfolk. 


Admiral Hipp does not recall the date he was told, and in turn so directed 
Commander Gatchel, to discontinue the rejection procedure but it could have 
been in August 1950. He commanded the naval supply center at Norfolk until 
the fall of 1951, when he came to Oakland. 

Admiral Hipp said he heard about contractors protesting to the Secretary and 
he understood that Congressmen had inquired about the rejection of wiping 
cloths. Although the Norfolk procedure created quite an interest in the Depart- 
ment, he did not have definite knowledge of congressional activity. He did 
remember a representative of a Seattle contractor coming to his office in Norfolk 
to get some information on rejections. He does not recall the man’s name 
or the firm represented but said he felt certain the contractor was not in the 
Middle West. Admiral Hipp feels the man sincerely thought that his merchan- 
dise was according to specifications and was aghast when shown how much un- 
acceptable material was in a bale, The man said he was going to Washington 
to work out an adjustment with the Department and Admiral Hipp heard later 
the contract price was reduced about 50 percent. When he mentioned that the 
Leshner Corp. and the Sanitary Wiping Cloth & Burlap Co. were the only two 
names we knew besides Grossman & Sons, Inc., Admiral Hipp said that the 
man may have represented Sanitary; he couldnt be certain, except that the 
visitor came from Seattle. Neither was Admiral Hipp certain of the day, month, 
or year he talked to the visitor. The name Grossman was not familiar to Admiral 
Hipp while he was in Norfolk, although it has come to his attention out here. 


That is the report of the General Accounting Office. 
Mr. Correr. In that the Navy has here Admiral Hipp and also 
Admiral Fox, and inasmuch as Admiral Hipp has to catch a 1:30 plane 
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back to his duty station, we might clear this little phase up right now 
and have their explanations of this, if it is permissible with you. 

Mr. Rrentman. I will be glad to have them come at this time. 

(The witness was duly sworn by the chairman. ) 


TESTIMONY OF REAR ADM. THOMAS EARLE HIPP, SUPPLY CORPS, 
UNITED STATES NAVY, COMMANDING OFFICER, NAVAL SUPPLY 
CENTER, OAKLAND, CALIF. 


Admiral Hier. My name is Thomas Earle Hipp, rear admiral, Sup- 
ply ¢ meee United States Navy, now serving as commanding officer 
of the Naval Supply Center, Oakland, Calif. 

Mr. Correr. You have just heard the memorandum that was read 
by the witness from the GAO. Are there any amplifications, or 
eh: iunges you would like to make, or was it reported correctly ¢ 

Admiral Hipp. I could not hear very distinctly, so there may be 
things I do not agree with, or might agree with. 

I think what I heard was substantially correct in my discussion 
with the representative from the GAO in Oakland some few weeks 
ago. 

I would like to say this, if I may: That throughout the conversa- 
tions I had with Admiral Fox, Chief of the Bureau, when I was com- 
manding officer at the naval supply center at Norfolk, the whole tenor 
of our conversation was—the prote ction of the Government’s interest 
as well as fairness to the contractor under the terms of the contract, 
and whether under the rules under which the Navy Department is op- 
erating where field inspections are final and the Government takes 
ownership at the plant it was proper to conduct a subsequent inspec- 
tion upon receipt. 

The reason we conducted those subsequent inspections was because 
of complaints received from vessels of the Atlantic Fleet. We imme- 
diately started looking into the wiping cloths we had in stock and asa 
result discovered a large percentage of the bales were not in accord- 
ance with the spec ifications, 

Mr. Correr. Of course you would not have any difficulty in reject- 
ing rags that had been received at destination if the ‘re had ‘bee ‘nn fraud 
at the shipping point ? 

Admiral Hier. By no means, if I had had any indications of fraud. 

Mr. Correr. Rather than leaving it muddy, and having facts on the 
record that might not be so, can you clear up what the conversation 
was between you—and I assume you were in charge at Norfolk at the 
time—and the Washington offices with respect to this ceasing to reject 
further shipments of rags at destination. 

Admiral Hier. As I said, we were discussing this proposition of 
double inspection, you might say. 

Mr. Correr. Did you ever talk to Secretary Matthews on this 
subject ? 

Admiral Hirer. No: at no time. 

Mr. Correr. And the statement— 

\dmiral Hrer. I am a little surprised at that statement on the part 
of Mr. Whitehurst. Tle is a fine gentleman and a good inspector, and 
I am sure he must have thoucht th: at was correct; that is not correct. 

Mr. Correr. Never did talk to him ? 

Admiral Hirer. Never did. 
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Mr. Correr. Did you talk to Admiral Foster / 

Admiral Hipp. I did not talk to Admiral Foster. 

Mr. Correr. All of your conversations were with Admiral Fox ¢ 

Admiral Hier. I had some correspondence with Admiral Foster. 

Mr. Corrrer. On reject ions / 

Admiral Hirer. Yes. It was in a personal letter. He wrote me and 
asked if it was as bad as had been reported to him, and I told him it 
certainly was and gave him some examples of these rejections under 
the various contracts. 

I can say this—that that immediately set in motion a very vigorous 
effort to try to improve the inspection. I had nothing to do with that 
phase of it, but I could hear about these things of course. 

Mr. Correr. Was inspection improved ¢ 

Admiral Hire. I think there was some improvement. 

Mr. Correr. You would not know?’ You could be doing your job 
and would not know whether inspection at the source was improving. 

Admiral Hire. We could tell from the nature of the material we 
were receiving. Improvement of that kind would take a long time, 

Mr. Correr. Why is that ¢ 

Admiral Hipp. For the simple reason—I am assuming that these 
Inspectors were qualified to do their job. 

Mr. Correr. You do not know. 

Admiral Hire. I do hot know. 

Mr. Correr. Do you know something about an inspection that 
was made at your station in Oakland in the last few days? 

Admiral Hirer. I certainly do. 

Mr. Correr. Of wiping rags / 

Admiral Hire. It was made at my order. 

Mr. Correr. Whose cloths were t hey 4 

Admiral Hier. That I cannot say. The representative of the GAO 
came over and asked me to have samples taken from bales at random 
under several contracts. He had the list of those contracts. 

Mr. Correr. You do not know the contractor’s name? 

Admiral Hirer. No. I know that I wrote a letter which I sent to 
him. 

Mr. Corrrer. You did sign a letter ? 

Admiral Hrrr. And I gave it to the contractor there. I could not 
testify to it now. 

Mr. Correr. How many bales were inspected ¢ 

Admiral Hipp. I think there were two bales taken at random 

Mr. Correr. How much of the material in those bales was good 
material, or in accordance with specifications ? 

Admiral Hirer. I think one was a very bad bale. Only 2 percent of 
the cloths were acceptable. 

Mr. Correr. Two percent of all the bale was acceptable ? 

Admiral Hirer. That is right. 

Mr. Corrrer. And in the other one, how much ? 

Admiral Hirer. I have forgotten what that was. 

Mr. Correr. If I referred this statement to vou, Sir, would that 
refresh your recollection? (Handing document.) 

Admiral Hirer. There are three contracts, all with Grossman. Twe 
bales representing each of the contracts were selected. 

Mr. Correr. Six bales in all ? 

47852—54——4 
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Admiral Hirer. Yes, and one bale from each contract was weighed 
and the cloths separated as required by the specifications under 
discussion here. 

Mr. Correr. Will you give us the results now that you have them 
before you ¢ 

Admiral Hier. There were enclosures to this letter that I do not 
have here showing the table of results of the inspection. That is not 
in this letter. 

Shall I read the condition here? Paint and unsightly or exces- 
sive oil stains, 2 pounds 15% ounces. That was under contract 
N-140155s, 29221 B, Grossman Sons. 

Mr. Correr. Will you give us the total amount of rejectionable 
material as compared to good material in each bale, and the bale 
number, or the contrator with which it is identified ? 

Admiral Hipp. Acce »~ptable material under that contract that I just 
mentioned was 3.4. 

Mr. Correr. Percent, or pounds 

Admiral Hier, You must bear in mind, Mr. Chairman, I did not 
do this testing my self. It was done by the inspectors at the Naval 
Supply Center at Oakland. My seeming unfamiliarity with this is 
jus st hee: ause I acce pte -d the tec ‘hnic ali inspec tor’s 

Mr. Rresiman. I think in the last paragraph of the letter you 
signed it refers to percentage. 

Admiral Hip. Yes. 

Mr. Rrentman. And that would probably apply to the figures you 
are giving in the overall story with those pictures before you there. 

Admiral Hrpp. This is an all sweeping statement. It says that the 
quantity of acceptable cloths in all bales was found to be less than 
Z percent of the total weight. 

Mr. Correr. Do you know whether 2 of those 3 contracts were con- 
tracts that the Navy settled with Grossman on the basis of a 45-percent 
settlement ? 

Admiral Hirer. I do not know that. 

Mr. Correr. Do you know when those cloths were received by your 
station ? 

Admiral Hrep. No. 

Mr. Correr. Are there any further statements that you would like 
to make about these instructions regarding rejections, or your con- 
versations with Washington about them ? 

Admiral Hier. I would like to say this: At no time did I give any 
orders to discontinue inspecting the wiping cloths. 

Mr. Correr. Just rejections? 

Admiral Hier. I stopped the rejection procedure; that is, of noti- 
fying the contractor that the material had been rejected and it was 
held at his e xpense. Now, we did discontinue that after my discussion 
with the Chief of the Bureau. 

Mr. Rreutman. How did you come to that decision when you had 
information that tremendous quantities were not acceptable to the 
Navy for the uses they were procured for ? 

Admiral Hier. I went further than that, Mr. Chairman, in this 
respect: I gave orders to continue to inspect at the receiving end the 
cloths and to make a complete report. 1 signed many of them when 


I was at Norfolk. 
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Mr. Correr. You had no alternative. You had to give the instruc- 
tions to them to stop rejections because they were received from 
Washington. 

Admiral Hirer. That is correct. 

Mr. Correr. Do you know whether they were received in writing, 
or orally ¢ 

Admiral Hier. That was this verbal discussion. 

Mr. Correr. Was there any conversation about contractor pressure, 
or congressional pressure at the time of the rejection of the materials ? 

Admiral Hirer. No. As I mentioned before, our discussion was 
based solely on the point of trying to carry out the terms of the contract 
and to be fair to the contractor. 

Mr. Corrrer. Do you think the contractor was being fair with you, 
Admiral? 

Admiral Hrep. That is another thing. It was not the contractor’s 
fault, I felt, if our inspectors were not properly doing their job in 
passing material that was not in accordance with specifications. 

Mr. Rrenxtman. What was the discussion concerning the inspector’s 
activities ? 

Admiral Hrer. In the field—well, we discussed very clearly 

Mr. RrenumMan. What action was to be taken ? 

Admiral Hirer. That that action was to be taken. I am sure this 
matter was taken up with the Office of Naval Material who has under 
its cognizance inspection. 

Mr. Correr. It was after this date that you are talking about that 
they said “We do not want the FBI to make any investigation.” ? 

Admiral Hirer. I did not have anything to do with that. 

Mr. Correr. You are saying you are sure action was taken ? 

Admiral Hirer. I felt it was. In fact, we even had representatives 
from the Office of Naval Material come down to Norfolk to confirm the 
action taken by our inspectors there, and to my mind that was action— 
to look into it. 

Mr. Correr. I think the investigation reflects you were very en- 
thusiastic about getting something done about it. 

Admiral Hipp. I want to make it clear that in Mr. Whitehurst’s 
statement, that is the first time I heard that we had stopped inspecting 
rags. That was today. 

Mr. Correr. He did not say that. He said, stopped rejections. 

Admiral Hier. We continued. I signed many letters. The files 
will show. 

Mr. Correr. There is no question about the inspections, but you 
didn’t have the right on the rejections ? 

Admiral Hirer. And reported it to the Office of the Purchasing 
Officer, and also the Chief of the Naval Material. 

Mr. Correr. In fairness to you, and to the other Navy personnel I 
think that it was necessary to clear this up; at least to get your ex- 
planation of what did occur. 

Mr. RreHuMan. You felt action was being taken and you were 
hoping that action would be taken, but apparently as recently as 
November 3, 1953, when you signed the letter on the Pacific coast 
at Oakland apparently no action has been taken. 

Admiral Hipp. Certainly not sufficient action has been taken. I 
might say here for the record, Mr. Chairman and members of the 
committee, that this has been a very long-standing problem with the 
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Navy. It has been difficult down through the years to get wiping 
cloths of sufficient quality. 

Mr. Correr. What do you use them for? What is the range of 
use of wiping cloths ? 

Admiral Hier. They are used around machinery and machinery 
spaces aboard ship. 

Mr. Correr. Would you not be using them on some delicate 
machinery ? 

Admiral Hipp. Yes. 

Mr. Correr. And harsh cloth, or material not of specification might 
be damaging ¢ 

Admiral Hier. Yes. They do not use waste on account of the 
lint that comes off which adheres to the machinery. 

Mr. Correr. What do you do with the stuff on board ship when 
vou find it is not of any use ¢ 

Admiral Hirer. It has to vO overboard. It is disposed of. 

A while ago some mention was made of the contract we used with 
the laundry service. That can be utilized at shore stations, and I 
understand it is being done at several places. 

Mr. Correr. It is more satisfactory than contending with this 
situation 4 

Admiral Hire. That is right. 

Mr. HouirreLp. How about cost / 

\dmiral Hirer. I cannot answer that with any degree of authen- 
ticity because I have not made studies. 

Mr. Correr. You should not know what the cost is if they ship 
bales with two percent good material around the country? You 
have to store it and ship it out to the carriers, or ships, and then 
store it there and take up valuable space and then throw it over- 
board. You would not know ¢ 

Admiral Hier. I do not believe you could use that service with the 
ships. You cannot control the movement of the ships to that extent. 
It would not work. 

Mr. Ikarp. Do you know whether or not you have ever used any 
wiping cloths that are made out of pressed cotton / 

Admiral Hirer. No, I do not. I am not familiar with that. 

Mr. Houirietp. You know there is cloth made out of lint that is 
left from the weaving of the regular cloth. 

Admiral Hipp. Yes. 

Mr. Houirietp. Pressed material. 

Admiral Hirer. Waste material. 

Mr. Houtrtevp. It is a pressed material, not a woven material. 

Admiral Hirer. I am not too familiar with those. 

Mr. Ikarp. It would be much cheaper than the type of cloth you 
use. 

Mr. Houirretp. As members from two of the prominent cotton- 
producing States in the Union, we suggest you investigate. 

Admiral Hrep. That must be Texas and California. 

Mr. Houtrrevp. That is right. 

Mr. Rieutman. Thank you, Admiral Hipp. 

Admiral Fox, I understand you voluntarily came before our com- 
mittee this morning. You will please be sworn. 

(The witness was duly sworn. ) 
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TESTIMONY OF VICE ADM. CHARLES W. FOX, SUPPLY CORPS, 
UNITED STATES NAVY, RETIRED 


Admiral Fox. My name is Charles W. Fox, vice admiral, Supply 
ae United States Navy, retired. 

Mr. Correr. I do not have any questions. I am sure you have some 
statement tomake. You have heard the testimony here. 

Admiral Fox. Yes. I would like to pick up from where Admiral 
Hipp left it, his conversation with me regarding these rejections. I 
would like the committee to bear in mind I am relying on my memory. 
| got some papers this morning before I came up but they are not very 
helpful. Ithink my memory is better. 

I would like the committee also to appreciate that at the time of this 
discussion regarding the rejections at Norfolk, there was no suggestion 
whatever of any fraud—none whatever. With regard to that particu- 
lar lot of rates, the difference between meeting the specifications and 
not meeting them was not great; it was not the high percentage we 
have heard testimony on here today. I think the records will bear out 
the settlement made in that instance, while it represented some con- 
siderable sum of money, it did cover a considerable poundage of rags. 

Mr. Correr. What settlement are you talking about ? 

Admiral Fox. The adjustment made on the rejections at Norfolk 
that was the subject, not only of a telephone conversation, but again, 
relying on my memory, a written report by Admiral Hipp in which he 
justified the duplicate inspection on the basis of at least two reports 
from his customers, if you will, ships, which had been written in com- 
plaining about the quality of the rags they were receiving. That was 
the basis of having the rags inspected at the source. Now, the con- 
tract required that the rags be inspected in the field. I think we are 
all familiar with that. The responsibility was clearly upon the field 
inspectors. Admiral Hipp was doing his inspection down there be- 
cause of the report he had received from the ships. My interest was 
not to set up a duplicate inspection. I still feel that the correct action 
was to make the inspectors in the field do what they were paid to do— 
a proper inspection job. Therefore, this matter was referred to the 
head of the inspectors for the Chief of Naval Material. They were 
completely informed as to what had gone on with regard to the amount 
of rags that were shipped and the rejections, and the basis of the re- 
jections, and again relying on my memory, I believe representatives 
of the Office of Naval Inspection went down to Norfolk and saw the 
bales and discussed the matter with the inspector there and agreed 
they did meet specifications and came back and issued instructions to 
the field service and pointed out substandard rags were coming in 
again. 

Parenthetically, as Admiral Hipp said, this is not a new matter. I 
remember very vividly the first difficulty I ever had in the Navy in 
1914 as an enlisted man. My captain ate me out because the chief 
engineer had opened a bale of rags and right in the middle was a bur- 
lap sack and an evening dress of that vintage that was covered with 
sequins, little metal disks. The captain gave his brand new yeoman to 
understand that that was very poor purchasing and I had to borrow 
a truck and take them back to the navy yard at Norfolk and get a new 
bale for them, and that was not easy in those days. 
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Mr. Correr. You say it is not a new problem. How do you account 
for the fact your inspection system was so inadequate? We have 
only heard a small part of the evidence today, and I think it is patent 
that the deception was flagrant, and as one witness put it, everybody 
knew it but the Navy inspectors. It did not start yesterday, or last 
year, or the year before. It goes way back. You were Chief of Naval 
Material for a while. I am sure everyone knows you as a very con- 
scientious and capable officer and public servant, but how can you 
explain how your inspection service was so inadequate, or incom- 
petent to meet this problem ? 

Admiral Fox. Mr. Cotter, I certainly offer no excuse for the kind 
of inspection going on, either from the standpoint of inefficiency, or 
looking the other way, just down right connivance. I have no excuse 
for it. If my memory serves me correctly, that sort of monkey busi- 
ness started way back. We have a record of it in the Bible, of some 
30 pieces of silver, and it has been going on ever since. 

Mr. Correr. The inspection service is a compliance service, and 
there are many excellent ones. We would hope the Navy had a good 
one. Here is a situation that seems to be industrywide and over a 
period of years the Navy seems entirely incapable of coping with it. 

Admiral Fox. No. What I am trying to do is to tell you we have 
no defense. I, as a member of the naval service, am embarrassed to 
appear before you and hear this testimony of connivance on the part 
of our inspectors to the end that we have paid for someting we did 
not get. What I am trying to say is that I do not think we can ever 
defend ourselves against that. If we have an inspector who is re- 
sponsible for doing | a job and he does not discharge it, we are caught. 

Now certainly, I do think we do have a good inspection force by 
and large and I think this is a soft spot in it, but in this rag busi- 
ness there are thousands and thousands of bales of those rags that 
are delivered. I think you gentlemen would appreciate it ‘that it 
would be utterly impossible to inspect every one. You have to pick 
them at random. 

Mr. Correr. Do you have to have a procedure where an inspector 
calls for a bale and then goes to lunch and permits a substitution ? 

Admiral Fox. That is why I appreciate the letter which was written 
by the Office of Navy Material to the inspector who wished that the 
FBI be brought in to investigate, and the chief inspector told him 
very pointedly—you have fallen down on your job, this is not a case 
for the FBI. 

Mr. Correr. Was it not a case for the FBI? 

Admiral Fox. It develops now it is a case for the FBI. 

Mr. Correr. If any professional had been on the job a couple of 
days would he have been able to develop the case, not for the FBI but 
the courts ? 

Admiral Fox. I do not know. 

Mr. Correr. The same facts are coming out now that existed at 
that time. 

Admiral Fox. You have information now that was not available to 
any of those people then. 

Mr. Correr. ‘Two weeks ago the GAO did not have that, and they 
have developed that information in the last 2 weeks only because they 
are in on the Grossman case. We are talking about the Leshner 
Corp. now, and I say your investigation in the Leshner case has been 





NAVY PROCUREMENT OF WIPING CLOTHS 49 


made in the last couple of weeks. The Grossman matter they have 
been working on much longer. This business about this letter going 
back and saying—do not call in the FBI, you boys do your own duty, 
that relates to the Leshner case. 

Admiral Fox. My point is, if the inspector is doing his job, I do 
not think that Leshner, or anyone else, can switch bales on him. 

Mr. Correr. Are you going to blame the individual inspector, or 
the system! Is not the system at fault if that condition has existed 
over a period of years, and must not the whole supervisory command 

take the responsibility ? 

Admiral Fox. I would rather say it is not the system, but indi- 
viduals in the system. Are you going to have two inspection forces, 
one to check the other ? 

Mr. Correr. I agree with you, it should not be necessary. 

Admiral Fox. The fault is in your watchmen. Is it not in the 
inspector who fell down on the job, either by negligence or collusion ¢ 

Mr. Correr. Well, I think the practice is so widespread that the 
fault would appear to point to your organization rather than to the 
individual. 

Admiral Fox. Well, I would like to go back a bit and pick up where 
Mr. Ellis started. I was very much interested in his remarks about 
this purchasing. I have said before this committee at another hear- 
ing, it is not purchasing, it is a contest. The man who is buying for 
the Navy, or the Government, is pitted against all of the brains, ethical 
or otherwise, that are in that business. He really has to be pretty sharp 
they do not take advantage of him. The specifications that are written 
sound very simple, but try to write a specification for some little item. 
Just for a lead pencil you will have 2 or 3 typewritten pages because if 
you leave any hole, ever so minute, they are going to ti ake advantage 
of you. Our records are replete with it, where they have taken ad- 
rantage of us. Our specifications in many cases are firm today because 
we have paid through the nose. We have learned the hard way. We 
bought some $80,000 of locks that did not have tumblers in them. 

Mr. Correr. It is not a question of interpreting representations, 
it is the crudest type of deception. 

Admiral Fox. You say is it the system or the individuals. I say 
in this case, from what I have heard, it is the individuals. 

Mr. Correr. You have only heard a small part. 

Admiral Fox. Granted. I only knew about this 2 days ago when 
you called me. 

Mr. Rreutman. I think after the whole case is developed, you 
might put a different aspect on the whole situation. Your opinion 
might ve a bit different. We have had a great many of these cases 
before our committee. I know that you have to pinpoint the respon- 
sibility on the individual, but I am worried myself about the whole 
system of inspection. 

Mr. Ixarp. As I understand you, you are simply saying you can- 
not specify against fraud, is that not it? 

Admiral Fox. That is what I was trying to get over. You can 
have a system ever so good, but it is not a protection against the fellow 
who wants to give you the business. 

Mr. Hottrretp. Your specifications did protect the Government 
from this type of adulteration. The specifications were not at fault 
were they? 
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Admiral Fox. More specifically, the inspection procedure pre- 
scribed for conducting the inspection was not adhered to. | 

Mr. Houirtecp. It was not the fault of the specifications? 

Admiral Fox. No. 

Mr. Hoxtrrerp. Because that adequately protected the Govern- 
ment, but in the inspection as to whether those specifications were fol- 
lowed and fulfilled, that was where you fell down, and that in the 
last analysis did rest upon the inspector and that inspector failed you. 

Now the question that this committee is confronted with is—should 
you, somewhere in your system, have some system of inspecting your 
investigators? Should you have something in your system you do 
not have that would have caught this upon evidence being presented 
that you were getting faulty bales that had a Navy anchor on them 
that said they were good bales? Why was that not followed back to 
the source immediately to ascertain where your inspection was falling 
down ¢ 

That is the point the committee is raising. 

Admiral Fox. To me it is as simple as this: This was brought to 
light by Admiral Hipp very properly. I as chief of the Bureau, re- 
ferred it to the office of the Navy that is responsible for inspection, 
that is, the Office of Naval Material. They conduct the field inspec- 
tions. This contract provided for field inspection. In other words 
I told that office of the Navy who is responsible for this inspection 
that your inspection was not good because Norfolk has rejected this 
shipment. 

Mr. Houtrtevp. Sure, that is right. 

Admiral Fox. They took that to heart. They went down and saw 
with their own eyes. I think that will be developed when you have 
Captain Williams who is here to testify. They saw with their own 
eyes, and he can tell you the specific action they took in the field. If 
it is gullibility, then I plead guilty. We did not suspect fraud at the 
time. I personally thought it was one inspector’s opinion against 
the others. 

Mr. Hottriexp. I see. 

Admiral Fox. I give the Norfolk inspector credit, and I did at the 
time. He was a better inspector than the one in the field. He was 
doing a better job. At no time was there anything said that suggested 
fraud. Had there been so, I would have immediately seen that the 
thing went on toONI. ONT handles it only if it is military personnel. 
If it is civilian personnel, then it is the FBI. They are the ones who 
make the decision. We have an investigating office in the Navy to 
handle these things. Remember, this is some 3 or 4 years ago. We 
did not have these multibillions of dollars. We were operating on 
comparatively thin budgets and I was responsible for the entire supply 
system that we had, to see that it was properly personneled, that we 
were not over personneled. We found a disposition in the field to 
“make work”, if you will, particularly in the inspection departments, 
and to give further credence to that we have in our check-off list, or 
did when I left the service, an item for our general inspector to go 
into the inspection division of shore activities to see if they were over- 
populated. We found many, many cases where there was an order 
apparently to justify the number of people they had on hand. We 
discouraged it. I think the records will bear it out. I put out a 
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directive and said we would not have the duplicate inspection, let us 
put the responsibility where it belongs . make them perform. 

Mr. Houtrtevp. | think that is right. I do not think there should 
be a duplicate inspection at destination and at the source. It might 
be that you could have a roving inspector such as the Inspector Gen- 
eral in the Army, or the service they have in the Post Office Depart- 
ment where they send out a roving team to pick up these things. 

Admiral Fox. We have them. We have the Inspector General. 

Mr. Horirtevp. It is not working in this instance. 

Admiral Fox. The Inspector General of the Supply Corps inspects 
the efficiency of all shore activities, inclusive of material, storage, 
quality, and it is a thorough deal when he goes to an activity. It takes 
about a week. It depends upon the size. For the activity that 
Admiral Hipp has, he would probably land there with 25 or 30 people, 
specialists and they would give that depot a thorough going over. 

If you are going to deal with the smart boys, they are going to get 
you before you find out you have been had. 

As I say, this rag thing has been with us for many years. Remem- 
ber, you are buying a very cheap commodity in terrific volume of 
thousands of thousands of bales. The only way in the world that I 
could put my hand in the air and say that every rag I have in my bin 
is good is to open the bales and go through them. It is not only the 
difference between the r ayon and silk and the denim, it is the tatters, 
the length of the tears on the end, whether there are any perforations 
in it, whether there is paint on it so that it looses its absorbent quali- 
ties. You have heard industry complain of the specifications and say 
they were too rigid. 

Mr. Ixarp. What about this cloth (indicating) ? 

Admiral Fox. It was just handed to me. We have had that pre- 
sented before and our technicians have turned it down. I do not 
know if it is that same material. But we found that a paper wiping 
cloth under certain uses disintegrated and was actually dangerous. 
I would like to say I believe the bulk of all these wiping cloths is not 
used to wipe bearings, or necessarily around the machinery. ‘There is 
a lot of it used with brass polish. That is where a lot of your rags go. 
Most of the rags are issued to the first lieutenant for cleaning the ship, 
washing the paint work, and of course the engine room does use some. 

Mr. Correr. Did we interrupt you on a trend of thought you were 
developing a while ago, and if so, do you want to get bac ok to it? 

Admiral Fox. I do not know. What do you have in mind? 

Mr. Correr. I wonder if you have said everything you want to 
about any conversations, or any discussions that were had with 
Norfolk in connection with this rejection business, and I wonder if 
you have said all you want to about the alleged influence by contractor 
pressure, and so forth ? 

There was an earlier statement by Mr. Whitehurst. 

Admiral Fox. I would like to reiterate that I had no thought of 
fraud in this case. 

Mr. Rrentman. That was at the time of the Norfolk deal ? 

Admiral Fox. Yes. That is the last time I had anything to do with 
it that I know of. I was primarily interested in saving money by 
preventing duplication of inspection. 

Again, I thought then and I think now that the responsibility was 
properly placed in the field inspector. It was written in the con- 








IZ NAVY PROCUREMENT OF WIPING CLOTHS 


tract. The answer was to get good inspection and not duplicate it 
at Norfolk, and if you are going to double up on it at Norfolk the 
fellow on board ship is going to set up an inspector’s force also and 
then you are going to have three of them. I think it could go on ad 
infinitum. 

I told Admiral Hipp to discontinue these rejections because they 
could not be supported in a court. In other words, we could not hold 
up these contractors’ money. If our properly appointed representa- 
tives in the field passed this material in spite of the fact we got settle- 
ments from some of them, I think legally we were bound to pay the 
bill, and it put us in a very embarrassing position to have one inspector 
say it is O. K. and another say it is rejected. That is what I was trying 
to do. One way to do it was to eliminate one; put the responsibility 
where it belongs. 

With regard to pressure, I know nothing whatever about any pres- 
sure that was brought to bear. This may well have come out of Mr. 
Matthews’ office. He was secretary at the time and it was not unusual 
for him to be called by somebody on the Hill or a contractor and com- 
plaint being made about a matter such as this and he in turn would 
call me. That is hypothetical. I am not saying that Mr. Matthews 
called me, nor that he did not call me. I do not remember. 

Mr. Correr. You do not remember if you mentioned his name when 
you talked to Admiral Hipp ? 

Admiral Fox. No. If Mr. Mathews got a complaint from the con- 
tractor that the material had been inspected in the field, passed, and 
now payment was held up, that is not an unusual complaint. 

Mr. Rrenu_man. A letter was written over your signature dated 
October 28, 1952, calling attention to Charles Murray, Assistant Attor- 
ney General, that there was some question of fraud in the Grossman 
case. 

Admiral Fox. I was Chief of Naval Material then. I was Chief of 
Bureau. That was during the period October 1949 to October 1951. 
In October 1951, October 10 I think, I was appointed Chief of Naval 
Material and stayed in that office until I retired last July. So the 
letter you speak of was prepared for my signature and referred to the 
Attorney General. 

Mr. Rren_man. Any other questions ? 

Thank you very much, Admiral Fox. 

We will stand in recess until 1: 45. 

(Thereupon, at 12:50 p. m. a recess was taken until 1:45 p. m. of 
the same day.) 

AFTERNOON SESSION 


(The hearings were resumed at 1: 45 p.m., Hon. R. Walter Riehlman 
presiding. ) 

Mr. RrenitMan. The committee will come to order. 

Qur first witness this afternoon will be Mr. Virgil H. Redwine, Jr. 
Will you be sworn, sir. 

(The witness Virgil H. Redwine, Jr. was duly sworn by Mr. 
RiehIman.) 
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TESTIMONY OF VIRGIL H. REDWINE, JR., INVESTIGATOR, GENERAL 
ACCOUNTING OFFICE 


Mr. Rrentman. The rest of the committee members, I think, will be 
here within the next few minutes, so we will proceed, Counsel. 

Mr. Correr. Mr. Redwine, you are the investigator in charge of the 
Louisville, Ky. office of the General Accounting Office ¢ 

Mr. Repwine. That is right, sir. 

Mr. Correr. And you took part in the investigation of the case 
against Grossman & Sons, Inc., supervised that investigation ‘ 

Mr. Repwine. That is right, sir. 

Mr. Correr. And you have taken a number of sworn affidavits in 
connection with that case ¢ 

Mr. Repwine. We took several sworn statements in connection with 
the case. 

Mr. Correr. Do you know how many ? 

Mr. Repwine. I think there were 11 total. 

Mr. Correr. Would you refer to your statement taken from Herbert 
Romanoff and read some of the more pertinent excerpts from it ? 

Mr. Rreu_MAn. Are we going to have more than one statement 
from different employees ? 

Mr. Correr. Yes. 

Mr. Rren_Man. So that we can have them identified in the record ? 

Mr. Correr. Yes. 

Mr. Rrenuman. All right. 

Mr. Repwine. This statement, signed by Herbert Romanoff—— 

Mr. Correr. Was dated when ? 

Mr. Repwine. The 28th day of May, 1953, at Columbus, Ohio. 

Mr. Correr. Was it under oath ? 

Mr. Repwine. It was under oath. 

Herbert Romanoff identifies himself in the statement and states he 
has been fully advised of his rights under the Constitution; that he 
did not have to make any statement of any type, and that any state- 
ments might be used against him. 

He states: 

I was employed by Grossman & Sons, 1974 South Fourth Street, Columbus, 
Ohio, in December 1949 and continued working for the company through Novem- 
ber 1952. I was employed as a salesman at $50 per week to promote the sale 
of wiping cloths * * * 

In early 1952 Messrs. Ben Grossman, Arnold Grossman, Marvin Grossman and 
Herbert Grossman informed me that in addition to my duties as salesman for the 
company I had been designated second vice president of Grossman & Sons, for 
the purpose of acting in the capacity of authorized representative of Grossman & 
Sons in the presentation of bids to agencies of the United States Government, for 
which I was to receive a monthly cash bonus of $2 per ton for all material in- 
spected and shipped to the Navy Department. * * * I did not at any time have 
the authority to determine the price and submit a bid for Grossman & Sons. My 
authority was limited to the signing for Grossman & Sons as second vice presi- 
dent, as instructed at the moment. 

Mr. Romanoff goes ahead and discusses his duties in the plant. 
Again quoting: 

After Grossman & Sons received contracts for the furnishing of wiping cloths 
to the Navy Department, I was required to spend a major part of my time at 
their plant for the purpose of entertaining Government personnel assigned to or 
visiting the Grossman plant in connection with wiping-cloth contracts. The enter- 
tainment and the furnishing of gratuities to Government personnel was for the 
purpose of gaining their confidence and trust in order that they would believe 
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Grossman & Sons Co. was above reproach, and that the materials furnished 
under the contracts would be beyond questioning. As a result of my efforts, 
Grossman & Sons enjoyed the confidence and esteem of the Government per- 
sonnel, * * * 

In the fulfillment of my duties of entertaining Government personnel I was 
authorized by Ben Grossman and his sons to sign charge accounts at the Neil 
House—— 

Mr. Correr. That is in Columbus? 

Mr. Repwine. Yes. All of these establishments are in Columbus, 
Ohio. (Continuing reading :) 

Clairmont restaurant, Marzetti’s restaurant, Earl Skeller Jewelry Co., as well 
as other established accounts in the city of Columbus. I was furnished cash as 
required on many occasions by Ben Grossman, Arnold Grossman, Herbert Grogs- 
man, and Marvin Grossman, which I understood was from the company’s petty 
cash fund. 

He lists the Navy personnel to whom he made presents of one type 
and another. 

Mr. Correr. What was the scope of the gifts and gratuities? 

Mr. Repwine. They ranged from simple luncheons at the company 
-afeteria to dinners at the restaurants and hotels named, paying hotel 
bills of Navy inspection personnel visiting Columbus, taxi fares, per- 
sonal gifts such as wrist-watches, cigarette lighters, pen and pencil 
sets; had one man’s house cleaned; bought lamp and hassock for 
house; bought a fishing rod and reel; bought a set of four tires; 
bought tickets for football games at Ohio State University. These 
purchases and payments enumerated in the statement in great part 
have been verified and supported. 

Mr. Correr. You have the actual hotel registers and receipts? 

Mr. Repwrne. Yes. 

Mr. Correr. Mr. Chairman, could that material be inserted in the 
record at the proper time ¢ 

Mr. RiextmMan. Without objection it is so ordered. 

Mr. Correr. Do you want to continue with your statement, Mr. 
Redwine ? 

Mr. Repwine. Mr. Romanoff names the individuals to whom these 
gifts were made and identifies the gifts to each. The people men- 
tioned by Mr. Romanoff were 

Mr. Correr. I do not know that we need to have all these names. 
The Navy has them in your report ? 

Mr. Repwine. Yes. 

Mr. Corrrer. What actually happened with respect to any deceit? 

Mr. Repwine. Quoting now: 





In 1950 Grossman & Sons entered into a contract to furnish wiping cloths 

to the United States Navy. In order that a good profit could be realized in the 
fulfillment of this contract a practice was adopted whereby the Navy inspectors 
would be prevented from adequately inspecting the wiping cloths furnished by 
Grossman & Sons. 
The system employed—this is not a quote—was to stack bales which 
had been specially marked with copper rings commonly known as hog 
rings intermingled in a stack of Navy bales. The ones with the hog 
rings were all good material prepared for inspection purposes. When 
a Navy inspector would call for certain bales, the employees of the 
company would pull the bales with the hog rings and they would be 
taken to the inspection room. That was changed when the inspec- 
tion personnel changed. 
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Then they followed a system, as he says : 


A supply of specially prepared bales was concealed near the stacks and these 
would be substituted by the workmen for bales designated for inspection. In 
the event the inspector remained teo near the bales his attention would be 
drawn by me, or Herbert Grossman, or Marvin Grossman, to some phase of 
the laundering procedure and while his attention was so diverted the desig- 
nated bales would be transferred to the inspection room. They would subse- 
quently be rebaled and returned to the place of concealment for use on the next 
inspection. This practice was continued until Grossman & Sons procured and 
installed a 50 pound capacity, rapid production, consolidated baler. 

The new baler was installed in the rag storage building, which had been 
previously used for storage of general raw stock only. The Navy personnel 
were not informed of the installation of the new baler, in fact, the baler was 
carefully concealed from all Navy personnel and I was emphatically instructed 
by Ben Grossman, Arnold Grossman, Herbert Grossman, and Marvin Grossman 
to never mention the existence of the baler to Navy personnel or other persons 
interested in any way in Government contracts. I was also instructed to exer- 
cise precautionary measures to prevent Navy personnel from discovering said 
baler. At such times as Government representatives visited the Grossman plant 
the said baler would be concealed by surrounding it with stacks of compressed 
bales of rags, weighing approximately 1,200 to 1,500 pounds each. * * * 

1,000-pound bales of wiping cloths designated for the Government (Navy) 
would be loaded onto trailers and would be delivered to the rag storage build- 
ing, which now housed the new baler. The baler men would break open the 
1,000-pound bales and rebale these rags on the new 50-pound rapid production 
baler. From this baler they would be loaded directly into the railroad cars 
for shipment, without the Navy inspectors being aware of this operation. 


He goes ahead and says he complained of this to his uncle, Ben 
Grossman. He says: 


On several occasions I accompanied my uncle, Ben Grossman, Marvin Grossman, 
and Herbert Grossman to the new baler and pointed out the type of rags that 
was being sent to the Navy, and I told them on such occasions that such poor 
material is bound to be rejected, but I was told by them that there was no 
inspection at destination, and that I should not concern myself any further. 


He goes on to say : 


In furtherance of the above scheme approximately 300—400 (50-pound) bales 
of first quality wiping cloths were stacked in the original bailing room, and 
Navy personnel were led to believe that these bales were baled and placed there 
each day and that all railroad cars loaded for shipment on Navy contracts 
were loaded from this supply. Actually, these bales were never meved, except 
that sample bales were selected from these stacks and furnished to the Navy 
inspector for inspection purposes, after which they were rebaled and returned 
to the stacks. Approximately twice each month it was necessary for one of 
the laborers to brush the accumulated dust from these stacks. 


Then he goes ahead and describes the procuring and use of the Navy 
anchor inspection stamp. Quoting: 


After satisfactory relationship had been established with Mr. F. G. Beveridge, 
Carl Graber, Jeanne Miller, and Mary Reshan, Herbert Grossman requested me 
to procure the Navy inspection stamp from the inspectors, in order that Navy 
shipping tags could be stamped by an employee of Grossman & Sons. I presented 
this question to Mr. Beveridge and Mr. Graber and explained to them that the 
stamp would be used to prepare tags for material being inspected to expedite 
shipment and that if such material were rejected the stamped tags would not 
be used until it had been passed. They agreed to this proposition and thereafter 
the inspector’s “anchor” stamp was handed to me by the inspector on duty, daily, 
and I would hand it to Jean Bramscomb (a girl employed in the office), who 
would turn it over to Lottie Pratt (another girl) or Evelyn, who would actually 
stamp Navy shipping tags in the locked office of Herbert Grossman. This was 
eontinued by Lottie Pratt until termination of her employment, after which it 
was continued by Evelyn and one of the other girls in the office. This practice 
enabled Grossman & Sons to stamp as many shipping tags as they desired and to 
ship as many railroad cars of baled wiping cloths on Navy contracts as they 
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might desire, without the knowledge of any of the Navy personnel. The stamp 
ing of the tags was never limited to quantity sufficient to ship the material being 
inspected. As discussed elsewhere in this statement, the inspection of material 
by Navy personnel became farcical and a joke, as little of the inspected material 
was ever shipped 

In order to complete the above 
for Grossman & Sons to have available Government bills of lading and Navy 
inspection reports. These forms were furnished in blank by the AINM in 
Columbus (the Assistant Inspector of Naval Materiel in Columbus). .¢ 
These forms would be sent to Grossman & Sons plant, in care of the Navy inspec 
tor on duty, who would sign several forms in blank and hand them to the office 
girls, who would complete the forms covering the cars to be shipped. * * * 

In addition to the other schemes described above, it was a general practice to 
fake the moisture content tests which are required to be made by the Navy in 


plan of shipment it was sometimes necessary 


spector on each carload shipment 

He describes how the tests were to be made. Mr. Ellis covered that 
this morning, how t hey didthat. He says: 

In order to show a lesser moisture content, employees of Grossman & Sons were 
instructed by Herbert Grossman, Marvin Grossman, Richard Shuhman, or me, to 
sneak additional rags into the sample lot either at loading or unloading of the 
tumbler. 

The tumbler is the dryer. 

At times this was overdone, and upon return to the test scales the sample lot 
would actually weigh more than 10 pounds, the weight of the lot before the drying 
operation. 

As I said, that statement was sworn to by Herbert Romanoff on May 
28, 1953, at Columbus, Ohio. 

Mr. Correr. Is that the gist of his statement ¢ 

Mr. Repwine. That covers the pertinent parts of his statement. 

(Exhibit 16—Sworn statement of Herbert Romanoff, May 28, 1953, 
ippears In the appendix, exhibit 16, p. 101.) 

Mr. Correr. Would you proceed to statement B or C of your list 
of statements ? 

Mr. Repwine. This is a statement sworn to by a former employee 
of Grossman & Sons. 

Mr. Correr. Which statement are you referring to, B or C4 

Mr. Repwine. I have it marked “3.” 

Mr. Correr. That is C. Would you have the reporter identify the 
statement as “C” for identification 

(The statement referred to, marked “Exhibit 17°—Sworn state 
ment of forme) employee of Grossman & Sons, Inc., is retained in the 
subcommittee files. ) 

Mr. Repwine. This is a sworn statement taken by me at Rush, Ky.. 
on May 30, 1953. 

Mr. Corrrer. You do not have to give the place. You can give the 
date. 

Mr. Repwine (quoting) : 

I was employed by Grossman & Sons, Columbus, Ohio, from July 1951 to 
sometime in August 1952. While so employed, I worked the “day shift” at 
Grossman’s 4th Street plant until sometime in the early spring of 1952, after 
which I was transferred to the “night shift.” 

My first job was the operation of a baler of 300 to 400 pounds capacity, 
which was being used to produce 50-pound bales of wiping cloths. The cloths 
used by me to make the 50-pound bales were taken from large bales which had 
been made on a larger capacity baler. The material baled by me at this time 
was pieces of blankets, pants tops, and legs, silk, greasy rags, and other heavy 
or bad quality material. The bales of cloths from this baler were moved to 
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another part of the room in which the baler was located and stacked. They 
stayed in these stacks until after an inspection had been made by Government 
inspectors. 


He discusses then another assignment as a helper to the operator 
on a larger baler; and after that he was put on another baler, and he 
says: 


I was instructed by Marvin Grossman as to how I was to mix the cloths 
from the baskets and that I was to put certain amounts of each type or weight 
cloths in each bale. Marvin Grossman, after telling me how to mix the cloths, 
also told me to mark tags for bales made from such cloths with the letters “G. L.” 

The cloths which were then taken from the buggies, baled and tagged by me, 
were of very bad quality and were made up of pants tops and legs, colored silk 
like cloth, blankets, and other heavy materials, as well as greasy cloths of 
various textures and weights. When I first went on this baler Marvin Grossman 
would, on occasions, bring a buggy of the colored silk-like cloths to the baler 
and instruct me to distribute it to three different bales, which I did. 


Mr. Correr. What is the time of the most recent activity in this re 
gard that you obtained a statement ¢ 

Mr. Repwine. That would be your statement D. 

Mr. Corver. Could you read pertinent parts from that statement ? 

Mr. ~ This is a sworn statement taken at Columbus, Ohio, 
on May 27, L953. 

(Exhibit 18—Statement of former employee of Grossman & Sons, 
Inc., Columbus, Ohio, May 27, 1953, is retained in the subcommittee 
files. ) 


I was employed by Grossman and Sons, Inc., Columbus, Ohio, from about No 
vember or December 1950 to March 23, 1953. 


In this statement he discusses his employment as the operator of a 
100-pound capacity baler. He says: 


During this period, after the Navy inspector had selected a number of bales 
for inspection from a large pile of 50-pound bales, a new employee withdrew the 
bales from the pile and proceeded to bring them to the inspection room, when 
Marvin Grossman stopped him and told him to put the bales back in the pile and 
showed him some other bales in a smaller pile to bring to the inspection room in 
stead. At the same time Marvin Grossman told me to watch the new employee to 
see that he did as he was instructed 

About May of 1951 I was assigned to operate a new 50-pound baler which had 
been installed in another building in back of an old carbarn building east of the 
gate. I operated this baler until I left Grossman’s in March 1953, sometimes on 
the second shift and sometimes on the first shift. The material was trucked to 
this building in large bales of about 1,000 pounds and contained mixed rags, such 
as parts of overalls 


that would be denim, usually 


overall jackets, calico, blankets, wool clothing, carpeting, upholstery material, 
turkish towels, ticking, silk, et cetera. At times silk was brought to me sepa 
rately in a hamper and I was instructed by Marvin Grossman and Don Preston, 
night superintendent, to mix in from 8 to 14 pounds of silk in each 50-pound bale 


He goes ahead and discusses that same operation. He says: 


As soon as bales were prepared an employee would put tags on them, which 
tags Marvin Grossman generally brought to the building. All the tags that I saw 
had a red anchor stamped on them. Occasionally an employee would weigh a 
bale, and although the bale would weigh less than 50 pounds the tag was always 
marked 50 pounds or more. 


He says: 
I never saw a Navy inspector seal any freight cars until the last few months I 


f 
was there. 
* 7 * . * + * 
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Material similar to that enumerated above was baled and shipped to the Navy 
up to the time I left Grossman's employ. 
That was March 23, 1953 

Mr. Correr. That was after the settlement ¢ 

Mr. Repwine. After the settlement on the two contracts. 

Mr. Corrrr. Do you have any statements from the former Navy in- 
spector? What about statement G ? 

Mr. Repwine. Statement G is a sworn statement taken at Colum- 
bus, Ohio, May 29, 1953: 

(Exhibit 19—Sworn statement of former employee of Grossman & 
Sons, Inc., Columbus, Ohio, May 29, 1953, is retained in the subcom- 
mittee files.) 

I was employed as an inspector, GS-3, at the Navy Inspection Office at Co- 
lumbus from May 15, 1951, to October 30, 1952 

A couple times during the summer of 1951, I accompanied Mr. Case, then 
inspector in charge, to Grossman & Sons, Inc., Columbus, Ohio, to be instructed 
in the procedure of Navy inspection. Grossman & Sons were making wiping 
cloths for the Navy. 

About the early part of August 1951, I was assigned as inspector at Gross- 
man’s, and Mr. Carl Graber took me to the Grossman plant, and worked with 
me for a couple of days. After that I performed the inspection alone. Mr. 
Graber’s procedure of inspection and his instructions thereon differed some- 
what from those of Mr. Case. Mr. Case took the moisture test on inspected 
cloths, whereas Mr. Graber let Mr. Romanoff take it. Mr. Graber told me he 
could not see any importance in the moisture test. Mr. Case always stamped 
the shipping tags with the anchor stamp but Mr. Graber let the contractor’s 
employees do it without his supervision. Mr. Graber also let Mr. Romanoff 
assist in the visual inspection of the cloths. This seemed strange to me, and 
I asked Mr. Graber about it. He said it was all right. On one of the days 
when Mr. Graber and I watched Mr. Romanoff take the moisture test, I saw 
one of the colored employees of Grossman’s pull a rag out of his shirt and 
throw it into the drier with the 10 pounds constituting the moisture test 
sample. I immediately described this to Mr. Graber, who said, in effect, “you 
cannot accuse the contractor of anything like that unless you have proof.” I 
retorted “what do you want—a photograph?” 

She goes ahead and discusses the moisture-content test where she 
tried to take it and they got into an argument about it and she signed 
the report and turned it over to Mr. Graber. She said she was relieved 
of her assignment shortly after that. 

Mr. Correr. Mr. Redwine, did your investigation look into dis- 
closures that the Navy inspection personnel went into of their own 
accord in the middle of 1952? 

Mr. Repwinr. Yes. 

Mr. Correr. Could you outline what occurred there? 

Mr. Repwrine. In 1952 the first information we had on this was 
made available to us, and this material is all from Navy files. 

To start just ahead of that, on February 5, 1952, an observation of 
the inspection procedure at the Grossman plan was made by Groves 
and—— 

Mr. Correr. Is that Lieutenant Commander Groves? 

Mr. Repwine. Yes, of Cleveland, Ohio. To condense that, Com- 
mander Groves, in this copy of memorandum, seemed to find nothing 
at all to find fault with the inspection procedure at Grossman’s at that 
time. 

Mr. Correr. Did they have occasion to go to Norfolk in August 
1952 and inspect material that Grossman and others had sent there? 

Mr. Repwine. Yes. On August 28, 1952, Commander Groves pre- 
pared a trip report covering Rochester, N. Y., New York, N. Y., and 
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Norfolk, Va., August 19, 20, and 21, 1952, and Columbus, Ohio, August 
25, 1952. 

Mr. Correr. What was the substance of that report ? 

Mr. Repwine. The substance was that the Norfolk installation had 
advised that very poor wiping cloths were being received from Gross- 
man at Norfolk. Commander Groves and others went to New York, 
where they were made familiar with the problem, then they went to 
Norfolk and inspected some of the rags themselves, or watched the 
thing. Then they went back to the Grossman Co. 

Mr. Correr. Did they discover that the rags they inspected at 
Norfolk were not similar to those inspected at Columbus ? 

Mr. Repwine. The report states: 


We were shown examples of the poor material furnished by Grossman. These 
examples were further expanded apon by permitting us to select bales of rags 
from the stockpile for examination. We selected three bales and each in turn 
was subjected to eXamination. The materials we saw were definitely not the 
materials which had been inspected at Grossman & Sons. It was quite obvious 
that there had been a complete substitution. 


Mr. Correr. Could we have that trip report introduced in evidence? 

Mr. Rren_man. Without objection. 

(The trip report referred to exhibit 20—Letter from Comdr. W. C. 
Groves, inspection administration officer, Cleveland, Ohio, to super- 
vising inspector of naval material, Cleveland, Ohio, August 28, 1952, 


follows :) 
EXHIBIT 20 


[Copy of a copy] 


CLEVELAND, OHIO 
28 August 1952. 
From: LCDR W. C. Groves, USN, Inspection Administration Officer. 
To: Supervising Inspector of Naval Material, Cleveland, Ohio. 
Subject: Trip Report: Rochester, N. Y., New York, N. Y., Norfolk, Va., 19-20-21 
August 1952; Columbus, Ohio, 25 August 1952. 


1. In accordance with prearranged plans, I departed Cleveland on Monday 
night, August 18, 1952, in company with Mr. Pierce, to attend the Ordnance 
Conference at NIO Rochester. * * * 

‘a *“* * 

3. * * * 

4. Upon completion of the first day of the Ordnance conference, Mr. Pierce, 
and myself proceeded as planned to New York City for a conference with officers 
and other personne! of the Naval Purchasing Office and in connection with com- 
plaints received by that activity from NSC Norfolk on rags shipped from Gross- 
man & Sons at Columbus, Ohio. We arrived at NPO,, New York at 0800 Wednes- 
day, 20 August 1952 and sat in conference with LCDR Tilson, Lt. Yarborough, 
Lt. Tomosoff, and Mrs. Riera. Information available to NPO concerning the 
poor quality of rags was relatively meager, in that all available to them was the 
same information which we had received, i. e. the letter from NSC Norfolk 
to NPO New York. 

5. The NPO representatives informed us that there remained unissued, at 
Norfolk only approximately 2,900 bales of defective rags supplied by Grossman. 
This represents approximately 1/10 of all rags supplied under the last contract. 

6. During the course of the conference, Capt. Landau, the NPO, informed 
us that his first reaction was to penalize the bondsmen on the contract for the 
performance bond, then let the bondsmen deal with the Grossman organization. 
We were specifically asked to give special attention to the present contract 
with Grossman. This we promised to do. Capt. Landau and other officers were 
needed at another conference at 1030, consequently, we departed NPO at that 
time. 


7852—54 
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7. Upon arrival in Norfolk the following day, we contacted Mr. Reece, Chief 
Inspector for the NSC and LCDR Robinson, Supply Corps, USN, the Receiving 
Officer. One additional LCDR, whose name I did not get clearly was also 
contacted, since he was the officer in charge of the warehouse where rags, etc., 
were stored. Mr. Beveridge, from the AInsMat Columbus office also accompanied 
us to NSC. 

8. We were shown examples of the poor material furnished by Grossman. 
These examples were further expanded upon by permitting us to select bales of 
rags from the stockpile for examination. We selected three bales and each in 
turn was subjected to examination. The materials we saw were definitely not 
the materials which had been inspected at Grossman & Sons. It was quite ob- 
vious that there had been a complete substitution. LCDR Robinson stated that 
even though the materials were defective, they would, because of the critical 
shortage of rags, have to be issued. He further stated that an adjustment in the 
price would be undertaken by NPO New York. 

9.2 °%% 

10. Upon completion of the tour within the NSC, Mr. Pierce, Mr. Beveridge 
and myself departed for Cleveland. 

11. During the return trip, | informed Mr. Beveridge that I would make a sur- 
prise visit to the Columbus office the early part of the following week for the pur- 
pose of assisting the AINM and himself in determining just what substitutions 
could have been made and the manner of making them. 

12. * * * I made arrangements to proceed to Columbus early Monday morning 
and so notified the AINM Columbus and requested that he not divulge to Gross- 
man & Sons anything concerning my trip there. To maintain continuity, I will 
include the report of my trip to Columbus in this report. 

13. Upon arrival at Columbus at 0915 Monday morning, LCDR Raitch, the 
AINM, Mr. Beveridge, the Inspection Director and myself, sat in conference to 
determine just what action we intended to take. Mr. Beveridge had already 
drawn up a tightened inspection procedure for Grossman & Sons. That pro- 
cedure is appended here. It is my opinion that the procedure outlined will be 
very effective. 

14. About 10:30, we proceeded to the Gorssman Co. plant and immediately 
contacted Mr. Ben Grossman, president. He called in his sons who are also 
officers of the company, as well as Mr. Romanoff, another relative and sup- 
posedly an officer of the company. I stated my case clearly and bluntly to those 
assembled and informed them that I had evidence that they had made a substitu- 
tion of materials. None of the company officials replied. I then proceeded to 
show them a sample of the materials which we had seen at Norfolk. Mr. Herb 
Grossman, who is the plant manager, as nearly as I am able to determine, then 
stated that no such material could possibly have gone out of his plant. I con- 
ceded that no such materials had been seen by the Navy inspector in his plant. 
After some few minutes of general discussion, during which time each of the 
company officials carefully examined the materials I had brought from Norfolk, 
I said that LCDR Raitch, Mr. Beveridge and myself desired to inspect the plant. 
During our tour of inspection, which lasted approximately one hour and a half, 
we discovered in a hidden section of a building which was represented to us as a 
storage building, a baling machine capable of baling 50 pounds of rags which is 
the size supplied on the Navy contracts. Additionally, I discovered hidden be- 
hind a large pile of 1,000 pound (approximately) bales of raw stock rags, a con- 
siderable number (several hundred) 50 pound bales of rags. These rags were 
also seen by LCDR Raitch and Mr. Beveridge. There were no identifying 
marks of any sort however on any of the bales seen in this place. 

i). It was noted that there were two railroad boxcars standing on the loading 
dock, approximately 50 to 75 feet from the door leading between the storage 
area mentioned just above the cars. One car was opened and was observed to 
contain several bales of raw stock materials. The other car’s doors were closed 
and upon my inquiry as to what the car contained, I was told by an official of the 
company, that it was additional raw stock. I became curious enough to look in- 
side the car, since it was not sealed. Upon opening the door of the car in ques- 
tion which is here identified as Chesapeake and Ohio boxcar number 4971, I dis- 
covered the car to be fully loaded with approximately 750 bales of 50 pound bales 
of rags. These bales had attached to them a white paper tag bearing the Navy 
stock number for rags and additional packing information required by the Navy 
packing and packaging manual. Additionally, these cards were anchor stamped, 
thus indicating that Navy inspection had been performed. Since I had been 
earlier told that there was no likelihood of any Navy materials being shipped for 
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another 10 days to two weeks, I immediately questioned this carload of material 
being present. The answers I received were evasive, consequently, I had a 
sample bale withdrawn from the car and the bale was accompanied by myself 
to the office of Mr. Ben Grossman and there opened. This bale had attached to it 
a card such as mentioned above which was anchor stamped. The bale was 
opened in the presence of company officials. I did not see a single rag in this bale 
which would meet the specification for Navy wipers. The company officials did 
not make any attempt to explain further. I immediately raised the question as 
to how he had obtained the anchor stamped tags and learned that they had been 
supplied by one Mary Reshan a former Navy inspector who resigned due to 
pregnancy some weeks ago. I immediately informed the company officials that a 
different method of tagging the bales would be instituted immediately, and that 
the car from which I had withdrawn the sample bale was not released for ship 
ment and that we would immediately institute inspection procedures against the 
car. Since the car contained approximately 750 bales, the standard sampling 
size would have been nine bales of regs. Mil-Std—105A provides that under an 
AQL of 4% which applies to the rag contract, the Navy would accept on 28 
pounds of rejectable material on the 450 pound sample and reject on 29 pounds 
of defective material from the same sample. Since we had 50 pounds of reject 
able material in one bale, I informed the company officials that the car stood re- 
jected on a one bale sample and further informed them that the provisions of 
paragraphs (2) and (5) of the appended directive was applicable 

16. No further need was seen for continuing activities in the Grossman & Sons 
plant, therefore, LCDR Raitch, Mr. Beveridge and myself departed without 
formality. It is my considered opinion that the substitution which is now ob- 
vious to me has been going on for some time in the Grossman plant and quite like- 
ly is going on in the plants of other producers. 

17. Upon return to the AINM office, it was determined that a minimum of 
three inspectors, full time, should be kept at Grossman & Sons. 

18. I returned to Cleveland and on the following morning, Tuesday, 26 August, 
talked to Mr. Berman, the civilian assistant to LCDR Tilson in NPO, New York, 
and informed him of my findings both at Norfolk and at Columbus. Mr. Berman 
suggested that this office institute default proceedings on the contract now under 
way at Grossman & Sons. This I am preparing to do if the Supervising Inspector 
concurs. 

W. C. GROVES. 


Mr. Correr. When Commander Groves got back to Columbus, what 
did he do? 


Mr. Repwine. He says: 


Upon arrival at Columbus at 9:15 Monday morning, Lieutenant Commander 
Raitch, the Assistant Inspector of Naval Materiel, Mr. Beveridge, the Inspection 
Director and myself, sat in conference to determine just what action we intended 
to take. * * * 


About 10:30 we proceeded to the Grossman Co. plant and immediately con 


tacted Mr. Ben Grossman, president. He called in his sons who are also officers 
of the company, as well as Mr. Romanoff, another relative and supposedly an 
officer of the company. I stated my case clearly and bluntly to those assembled 


and informed them that I had evidence that they had made a substitution of 
materials. None of the company officials replied I then proceeded to show 
them a sample of the materials which we had seen at Norfolk Mr. Herb Gross 
man, who is the plant manager, as nearly as I am able to determine, then stated 


that no such material could possibly have gone out of his plant. I conceded that 
no such materials had been seen by the Navy inspector in his plant. After some 


few minutes of general discussion, during which time each of the company 
cfficials carefully examined the materials I had brought from Norfolk, I said 
that Lieutenant Commander Raitch, Mr. Beveridge, and myself desired to inspect 
the plant. During our tour of inspection, which lasted approximately one hour 
and a half, we discovered in a hidden section of a building which was repre 
sented to us as a storage building, a baling machine capable of baling 50 pounds 
of rags which is the size supplied on the Navy contracts. Additionally, I dis 
covered hidden behind a large pile of 1,000 pound (approximately) bales of raw 
stock rags, a considerable number (several hundred) 50 pound bales of rags. 
These rags were also seen by Lieutenant Commander Raitch and Mr. Beveridge. 
There were no identifying marks of any sort however on any of the bales seen 
in this place. 
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Mr. Correr. Was the result of this preliminary inquiry sent to Naval 
Material in Washington ? 

Mr. Repwine. Yes. 

Mr. Correr. What action did the Navy at Washington take? 

Mr. Repwine. I have to follow this through to answer that par- 
ticular question. 

After some kicking back and forth and asking further questions 
from Washington to the field, the final disposition of this report by the 
Navy was by letter of October 28, 1952, to Hon. Charles E. Murray, 
Assistant Attorney General, Department of Justice, the letter being 
signed by C. W. Fox, vice admiral, Chief of Naval Material, with which 
he transmits report dated September 5, 1952 

Mr. Correr. There was just some correspondence and Commander 
Groves’ trip report ¢ 

Mr. Repwine. Yes. 

Mr. Correr. There was no investigation report ? 

Mr. Repwine. I have been unable to find that there was any further 
investigation made. 

Mr. Correr. What did the Department of Justice do, did you deter- 
mine? 

Mr. Repwine. From another file, the Department of Justice, after 
inquiry by another branch of the Navy—Mr. Kornblum, Assistant 
General Counsel, Navy, inquired 

Mr. Correr. Do you know what Justice did? 

Mr. Repwine. The reply from Justice was sent to Mr. Kornblum. 
Mr. Warren Olney IIT advised Mr. Kornblum that the Grossman case 
had been assigned to the United States district attorne Vy for the south- 
ern district of Ohio. 

Mr. Corrrer. Did you contact the United States attorney at Colum- 
bus / 

Mr. Repwine. Under date of June 1, 1953, the United States at- 
torney at Columbus addressed a letter to the Department of Justice at 
Washington and advised there is considerable doubt a criminal con- 
viction can be obtained, and unless the Department has other de- 
sires in the matter it is their opinion that prosecution should not 
he made at this time, subject to further consideration if further dif- 
ficulty is experienced with the contractor. 

Mr. Correr. Did your office submit a report to the United States 
attorney ¢ 

Mr. Repwine. Yes. 

Mr. Correr. Has the case been reopened ? 

Mr. Repwine. That I do not know. It was referred to the At- 
torney General by Mr. Warren. 

Mr. Correr. This settlement that the United States attorney talked 
about, do you know something about that ? 

Mr. Repwine. I know very little in detail about that. 

Mr. Correr. But there was a settlement by the Navy’s New York 
Purchasing Office with the Grossmans? 

Mr. Repwine. There was a settlement by the New York Purchasing 
Office whereby Grossman paid the Navy approximately $125,000, $90,- 
000 on one contract and $ $34,000 on another. I think it was a reduc- 
tion of 45 percent. 
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Mr. Correr. You mean the settlement was made on the basis that 
45 percent of the material that had already been shipped was sub- 
standard or objectionable ? 

Mr. Repwrine. That 45 percent, as I understi and it now, and there is 
some argument about that, is 45 percent of specified material in these 
contracts. 

Mr. Correr. Forty-five percent of forty-five percent of certain parts? 

Mr. Repwine. Yes, of certain parts of these contracts. 

Mr. Correr. Of the part that had been delivered to date under 
those contracts ? 

Mr. Repwine. I think that is correct. 

Mr. Correr. And the Navy continued to accept the rest of the ma- 
terial on the contract? 

Mr. Repwine. That is as I understand it; yes, sir. In fact, they 
were shipping on it as late as a month or two ago. 

Mr. Correr. Did your investigation reflect any evidence as to 
whether or not this more recent material they were furnishing the 
Navy was substantially improved ? 

Mr. Repwine. I would like to pass that to Mr. Ellis, or Mr. Sim- 
mons, as they have more detailed information on that. We have some 
current information on it. 

Mr. Correr. Do either one of you have that? 

Mr. Exuis. Yes, there is some evidence of improvement since last 
November, but it is a long way from perfect, and when you get ready 
to examine samples these were received from Grossman within the 
last month. 

Mr. Correr. What do the most recent inspection reports from Nor- 
folk show with respect to the Grossman material 

Mr. Exuis. Mr. Simmons will explain that. 

Mr. Simmons. We have an inspection report made on November 5, 
made by Mr. Robert L. Jenson who is naval civilian inspector there, 
who inspected the two bales which we have here with us. 

One bale was marked 52 pounds and we found it weighed 52 pounds. 
That was gross. It hada tare of 114 pounds. 

We found 9 pounds of accept: able material in that b: ule, a pound and 
a half of paint covered materials and small size materi: uls, 314 pounds 
of tinder and debris material, and a half pound nonabsorbent material, 
and 30 pounds of denim. There were 614 pounds of cement bags in it. 

As I said, there was 9 pounds of acceptable material there. As Mr. 
Jensen said the bale was to weigh 52 pounds. We found it weighed 
50 pounds and there was tare of a pound and a half. 

We found that this bale contained 914 pounds of acceptable material. 
It contained 17 pounds of rayon which is nonacceptable. It contained 
9 pounds of paint covered and small materials. It contained 2 pounds 
of materials containing buttons, snaps, elastics, and strings and one 
American flag. 

It contained 11 pounds of tinder and debris items. 

Mr. Corrrer. Mr. Simmons, while you are testifying did you make 
a survey through the receiving depots of the Navy rece tly to deter- 
mine what the past results have been of their inspections of the Gross- 
man recent shipments ¢ 

Mr. Stmmons. We have had a survey made of several installations 
and have the results of the inspections by Navy personnel. 
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Mr. Correr. What percentage of the mate! ial, on an average, meets 
the specifications ? 

Mr. Srumons. Well. I have not calculated the average. 

Mr. Eu IS. While he is examining his notes on that. | offer a correc- 
tion on this last item. 

Mr. Cotrrer. Yes. 

Mr. Exuis. I think it is too strict a picture, for this reason, while in 


this Navy inspector’s one report it says 30 pounds out of 50 were denim. 
As of the Ol Te nal time of the contract a year ago denim was entirely 
nacceptable and this report would be accurate, but last winter, pos- 
bly to help Grossman to meet the contract, I do not know why, the 
pecifi ‘ations were changed to permit denim up to half of the quantity. 
Mr. Correr. Do you know whether the inspectors were inspecting 


under the old or the new law ? 

Mr. Exuis. I understand that this particular inspector had not been 
\dvised of that change, and with this change that denim would be 
acceptable, so that the acceptable figure woul 1 have to go up, as I 
understand. I think this is too strict a report if denim can possibly 
be used and they have changed specifications to say we will take half 
= m. What they have done is to put in 30 pounds of denim. If you 

ant to count the denim as all right, that makes 34 pounds net. 

Mr. Correr. Twenty-five pounds would be permissible in a 50-pound 
bale, would it not? 

Mr. Ex.is. Yes. 

Mr. Corrrer. Do you have those figures there, Mr. Simmons? 

Mr. Stumons. We have a figure from California. 

Mr. Correr. Was that the one that Admiral Hipp spoke of this 
morning ? 

Mr. Simmons. Yes. 

Mr. Correr. Well, we do not need that. 

Mr. Stwmons. We have a second one from the Charleston Naval 
Base, Charleston, S. C. 

We inspected 2 bales there, and this inspection was made Thursday, 
_— mber 12, and these bales were selected from current stock received 
by direct shipment from Grossman & Sons July 19, 1953, and they 
contained 70 percent denim material and 20 percent material less than 
2 square feet in area, which is objectionable. 

Of course, the new specifications allow for 50 percent denim, but in 
this bale there was 70 percent denim, and in addition there was 7 
percent short material. 

An inspection of a bale of wiping cloths received from Grossman, 
Inc., was made at the Supply Depot, Great Lakes, Ill., November 12, 
1953. 

This bale was selected from a shipment received direct from Gross- 
man, Inc., at Great Lakes Naval Supply Depot on November 14, 1952, 

d shipped from Columbus, Ohio, Novem ber 4, 1952 

The Navy inspector at Great Lakes ex: iad this bale and stated 
that it contained material which was 50 percent Mcatiliie. That 
shipment left the Grossman plant only a few days after this settle- 
ment was made in October of 1952 

Mr. Correr, Thank you. I think that will be sufficient, Mr. 
simmons. 

Mr. Exxis. The trouble with that, Mr. Cotter. is this. that while we 
have the fullest cooperation from the Navy in inspecting these mate- 
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rials, it is not possible to be absolutely certain when a certain bale 
came to one of these supply depots, and we cannot be sure absolutely 
that we are pointing at a recent dereliction of one of a year or more 
ago. We cannot be sure about that. 

Mr. Correr. On the Norfolk bales we know that material just 
came in. 

Mr. Exsis. Yes; that is the sample we have here. 

Mr. Corrrer. I do not think J ae any more questions of this 
Tame 

Mr. Rreuiman. Are there any more questions from the committee ‘ 
All right; thank you, Mr. Redwine. 


Mr. Alfred Vitarelli. 


TESTIMONY OF ALFRED VITARELLI, INSPECTOR, GENERAL 
ACCOUNTING OFFICE 


(The witness was sworn by Mr. Redwine.) 

Mr. Correr. Mr. Vitarelli, you are a GAO inspector? 

Mr. Virarewur. That is correct. 

Mr. Correr. Attached to the Philadelphia office of your organ- 
ization ? 

Mr. Vrrarewut. That is correct. 

Mr. Correr. For the last couple of days you have been conducting 
a preliminary investigation at Wilkes-Barre of the Sanitary Wiping 
Cloth & Burlap Co. ¢ 

Mr. Vrrarewtu. That is right. 

Mr. Correr. And you took sworn statements in connection with 
that investigation ? 

Mr. Virarevu. Yes, sir. 

Mr. Correr. Several sworn statements ? 

Mr. Virarevui. Yes, sir. 

Mr. Correr. How many ¢ 

Mr. Vrrarevur. Four. 

Mr. Corrrer. Will you identify those statements by A, B, C, and D 
so that they may be marked for identification by the reporter, and 
give us the pertinent parts of them ? 

Mr. Virareur. All right, sir. 

(The documents referred to were marked by the reporter “Vita- 
relli Exhibit A,” “Vitarelli Exhibit B,” “Vitarelli Exhibit C,” and 
“Vitarelli Exhibit D.”) 

Mr. Correr. Will you go ahead, Mr. Vitarelli? 

Mr. Vrrarevur. The first sworn statement that we have—inciden- 
tally these men worked both on the night shift and later on the day 
shift. I understand they had worked both on the day and night 
shifts as balers, baling both for the Navy and baling material for 
local orders, : i 

A lot of bad material consisting of wool, silk, small scraps of every description 
with buttons, zippers, and other objects attached, material with large paint 
stains, and some quite dirty material, was baled into 50-pound bales for the 
Navy We knew that these bales were for the Navy, because we were always 
told when the Navy material came through for baling. The Navy material 
baled on the night shift was almost always bad, and often the same kind was 
baled on one of the baling machines on the day shift. The bad rags came to 
us either loose off the conveyor belts or were brought to us in 1,000-pound bales. 
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After the materials were baled the bad bales were kept separate from the 
bales of good material. Up till about March 1953 the bad bales were placed on 
the bottom and in the back of the pile of bales from which the Navy inspectors 
took bales for inspection; thereafter, that stack was made up of all good bales 
and the bad bales were hidden behind a wall of 1,000-pound bales on the other 
side of the loading conveyor. 

When we loaded freight cars or trailers for shipment to the Navy, we had 
been told by Si or Jimmy Saba, or sometimes Leo Light, the foreman, to load 
the bad bales into the car when the Navy inspectors were not close by; which 
we did. One of the boys called Mousie would generally be up on top of the 
pile of bales and watch for the Navy inspectors. When he saw them come 
near he would whistle, and we knew then that we were to start loading good 
bales. About 600 to 700 bales went into every freight car loaded for the 
Navy every time we helped with the loading. 

Once in the early part of 1953, 4 or 5 freight cars came back from the Navy. 
The bales were broken baled into 100-pound bales, called reject bales, which were 
of the same kind from which we, from time to time, baled 50-pound bales for 
Navy shipments. 

Another time when the Navy inspectors rejected a shipment and the 100 or 
so bales that had already been loaded were unloaded, rebaled with new burlap, 
and went out with a later Navy shipment. The burlap taken off, which had 
the stencil marks on it, was used for good material in the next shipment. 

These things went on all the time we were there. 


That is Vitarelli Exhibit A. 

(Exhibit 21—Sworn statement of former employee of Sanitary 
Wiping Cloth & Burlap Co., is retained in the subcommittee files.) 

Mr. Correr. Do you have B? 

Mr. Virarevut. Yes; I have B here. 

This is also a sworn statement, and it is by a Mr. Gromel: 


Harry Mangan, Sophie (I don’t know her last name), Sam Geisinger, or Mike 
Lawzano would tell us to load from the hidden stack of 50-pound bales except 
When the Navy inspectors were watching us, when they would tell us to switch 
over and load from the stock from which the inspectors had picked the sample 
bale. Si Saba, Jimmy Saba, or Sam Geisinger told us to be on the lookout for 
the Navy inspectors, and whoever saw them first to warn the other around the 
loading. 

A fellow by the name of Jimmie, who I understood to be a Navy inspector, would 
often help us load Navy shipments from the hidden stack of 50-pound bales. I 
have seen Jimmy take these bales and throw them on the conveyor belt going 
to the freight car, I have also heard him make cracks such as “look out for the 
inspectors” while helping us load. I believe Jimmie was a Navy inspector be- 
cause I have seen him many times inspect rags with the other inspectors in the 
inspection room. I have also seen Jimmie together with the other inspectors go 
out with Si or Jimmie Saba in one of Saba’'s cars at lunch time and return to- 
gether at the end of the lunch period. Sometimes, Leo Light, the foreman, went 
with them. That is Vitarelli Exhibit B. 


(Exhibit 22—Sworn statement of former employee of Sanitary 
Wiping Cloth & Burlap Co., is retained in the subcommittee files.) 


Mr. Correr. Are the other two very similar to that? 

Mr. Vrrarevut. These corroborate with the first two, with the ex- 
ception of one point that I would like to read. 

Mr. Correr. All right, sir. 

Mr. Viraretui. And that is in the exhibit marked “D,” this also 
being a former employee of the plant. 

When we worked on Army orders, we were told by Helen, Si, or Jimmy to put 
everything in and the only thing that was discarded were buttons, zippers, or 
similar trimmings. In fact, the material made up for the Army was always even 
worse than what went to the Navy. That is the only difference. 

(Exhibit 28—Sworn statement of former employee of Sanitary 
Wiping Cloth & Burlap Co., is retained in the subcommittee files.) 
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(Exhibit 24—Sworn statement of former employee of Sanitary 
Wiping Cloth & Burlap Co., is retained in the subcommittee files. ) 

Mr. Correr. And actually that is a rather dubious one. 

Mr. Exuis. All of these statements were dated November 10 of this 
year. 

Mr. Correr. Yes, and would the reporter identify the C and D 
statements as A and B were identified. 

Mr. Vitarelli, did you make any inquiry as to what, if anything, 
the Navy inspection office was doing to determine why they were 
receiving inferior material ? 

Mr. Virareiut. Yes, we made inquiries at the Navy Kingston office, 
that is, the inspection office. We spoke to Navy Inspectors Harrison, 
Burroughs, and Turrell. 

Mr. Correr. What is Mr. Harrison’s first name ? 

Mr. VITARELLI. James. 

There were also Mr. Turrell and Mr. Burroughs. 

Mr. Correr. What is Mr. Burroughs’ first name ? 

Mr. Viraretut. His initials are E. S. 

Mr. Correr. Go ahead. 

Mr. VIrTaRELtt. They could not explain to us why or how the 
bad material got into the Navy 50-pound bales. In fact, Jim Harrison 
threw up his hands and told us if we could find the answer we would 
be better men than he, that no explanation could be forthcoming from 
them. 

Mr. Correr. Did you find some indication that the people came out 
from Philadelphia to investigate the matter? 

Mr. ViTaRELuti. Yes, sir. 

Mr. Correr. I have just given you a report, I think, on that which 
the Navy was kind enough to just give us. Would you just read 
excerpts from that report and give us by whom it was written? 

Mr. Vrraretut. This is a report dated February 13, 1953, marked 
“Confidential.” It is from the Inspector of Naval Material, Phila- 
delphia, to Supervising Inspector of Naval Material, Philadelphia. 

This office was advised by Lieutenant Yarborough of Navy Purchasing Office, 
New York, on or about December 20, 1952, that Naval Supply Depot, Spokane, 
Wash., had upon reinspection of samples obtained from 5 carloads of wiping 
cloths received on the subject contract, determined that the percentage of 
defective cloths was 20.3 percent. This is in excess of the approximately 6 
percent permitted by the contract requirements. Lieutenant Yarborough was 


_present at the reinspection conducted by the Naval Supply Depot, Spokane, 


personnel, 

A review of the inspection records of the NIC Kingston office indicated that 
recent shipments on the subject contract had been released with a reported 
average of 4.0 percent defectives. 

Having determined that there was a great discrepancy between the results 
obtained in the inspection at the contractor’s plant, resulting in the release of 
the wiping cloths and the results obtained by the reinspection at the receiving 
activities, a concerted effort was made to ascertain the cause. The inspection 
of wiping cloths is most difficult, calling for the exercising of judgment and a 
knowledge of textiles. It was proven that an error of 10-15 percent can result 
from individual interpretation of specification requirements. 

The inspectors involved in the release of the material from the contractor’s 
plant could not assign a logical cause or reason for the wide differences in 
the results of the original inspections and the reinspections. 

An effort was made to obtain substantiation for any charge of irregularities 
or malpractices on the part of Navy personnel without success. 


Mr. Corter. It does not tell what they did? 
Mr. Vrrareut. No, sir. 
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The question of whether or not the bales selected in accordance with MIL—C- 
15002 is a wholly representative sample was also explored without reaching ¢ 
conclusive answer. The possibility that the samples were or could be “pointed” 
still remains. 

The Navy personnel involved in the inspection of the wiping cloths must be 
adjudged responsible since it was upon their liberal interpretation of the con- 
tract requirements that the nonspecification material was released. The errors 
were of commission and based upon honest opinions. 

Mr. Corrrer. Who is it that wrote this? 

Mr. Virarevu. This was written by R. L. Fulton, who, as I under- 
stand, is Captain Fulton of the Navy. 

Mr. Correr. All right, 1 do not have any more questions. 

Mr. Rrenitman. Are there any questions from the members? 

(No response. ) 

Mr. RieutmMan. Mrs. Mary Reshan. 


TESTIMONY OF MRS. MARY ELIZABETH RESHAN, COLUMBUS, OHIO 


(The witness was sworn by Mr. Miller.) 

Mr. Correr. Mrs. Reshan, you reside in Columbus, Ohio; do you 
not ¢ 

Mrs. Reswan. Yes. 

Mr. Correr. And you were formerly a civilian inspector of naval 
material at Columbus? 

Mrs. Resuan. Yes, sir. 

Mr. Correr. And you worked at the Grossman plant there ? 

Mrs. Resuan. Yes. 

Mr. Corrrer. How long did you do that, Mrs. Reshan ? 

Mrs. Resuan. I think it was in February 1951—no, wait a minute; 
1952. 

Mr. Correr. February 1952? 

Mrs. Reswan. Until August in 1952. 

Mr. Correr. Did you observe any irregularities while you were 
there on the part of Grossman & Sons in preparing bales for inspec- 
tion, in moisture tests, or in any other practices that you have heard 
enumerated here today 6 

Mrs. Resuan. Well, yes. Now I can see more of it than I could 
see then. 

Mr. Correr. Yes. 

Mrs. Reswan. But the moisture test, it was not shown to me too 
good how to do it; I mean, they did not seem to think that mattered 
too much. 

Mr. Correr. Who is “they”? 

Mrs. Resuan. The office. 

Mr. Correr. What office, the naval office ? 

Mrs. Resuan. The naval office. So, it finally came to a head after 
so much bickering around about it. I could not understand why the 
moisture reading would be the same after you got done as before. 

Mr. Correr. In other words you had a 10-pound sample you put in 
to dry, and it would come out just as heavy as when it was put in ¢ 

Mrs. Resuan. Yes. Mr. Graber said that this office had the author- 
ity to waive the moisture test. 

Mr. Correr. Was he your superior, Mrs. Reshan? 

Mrs. Resuan. Well, I guess. He was directly over me. I think 
he was supposed to be head inspector. , 

Mr. Correr. His name was Graber ? 
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Mrs. ResHan. Yes. 

Mr. Correr. Did you ever see them get these cloths out 

Mrs. Resuwan. I think one time I saw it, and I mentioned it, and 
Mr. Romanoff came over right quick, and said we will go back and 
do it. 

Mr. Correr. Did you handle the inspection stamp there, Mrs. 
Reshan ? 

Mrs. Reswan. Yes. 

Mr. Correr. Did you turn it over to company employees / 

Mrs. Resuan. Yes. 

Mr. Correr. Did you have any instructions to do that? 

Mrs. Resuan. Yes. 

Mr. Corrrr. From whom ? 

Mrs. Resuan. From Mr. Graber. 

Mr. Correr. On word from him you turned your inspection stamps 
over to company employees and let them use them ¢ 

Mrs. Reswan. Yes, because as far as I knew we were not supposed 
to do that. 

Mr. Correr. Did you see anything of these gratuities that were 
alleged to be flowing around there, Mrs. Reshan ? 

Mrs. Resuan. Well, the very first day I was in the Navy Mr. 
Romanoff took Mr. Beveridge, Mr. Graber, Mr. Case, and myself and 
Mrs. Miller up to the Claremont to eat, and Q or 3 times through 
the company I had lunch with them. I mean not necessarily Mr. 
Romanoff, but maybe one of the salesmen. 

Mr. Correr. Did they ever send you back and forth home in a cab? 

Mrs. ResHan. Yes; that started when they had a strike down there. 
I guess they thought cabs could get through better. 

. Correr. Did they ever te 1] you on certi un ad: ays that you did not 
tg to come in: that the »y would handle your insp ection st: imp for 
you? 

Mrs. Ri SHAN. No: the days that I did not go down there I was sent 
to another plant, and I mean, as far as I know, they had no inspection 
on those days, not tomy knowledge. 

Mr. Correr. Who was it be sides Mr. Graber, do you know, that was 
permitting the inspection stamp to be turned over to the company 
officials for their use ? 

Mrs. Resuan. I do not know; I do not know, sir. 

Mr. Correr. Would Mr. Beveridge come in on the thing at all? 
Did you have any contact with him ¢ 

Mrs. ResHAN. Not di rectly. I had Mr. Beveridge’s stamp, as far 
as that is concerned, but he did not tell me. 

Mr. Corrrer. Did he know you were turning it over to the company ¢ 

Mrs. Resuan. That I do not know. 

Mr. Correr. But you know Mr. Graber did ? 

Mrs. Resuan. Yes. 

Mr. Correr. Do you have anything else you could add ? 

Mrs. ResHan. One cd: ay | questioned Mr. Romanoff on this stack of 
bales that always stood over in that one room, where we took our bales 
from. I said, “That looks just the same now as it did when I went 
home yesterday.” 

He said, “Well, we have a night shift, you know.” Of course, I 
could not argue that. Maybe they did stack them back up, for all I 
knew. 
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Mr. Correr. But you suspected they were the same bales? 

Mrs. Resuan. They looked the same to me. 

Mr. Correr. Did you ever communicate that fact to any other naval 
inspecto1 ¢ , 


Mrs. Resuan. No: I heard before I went down there that we would 


have are ugh way to Yo. 


Mr. Correr. Pardon me? 

Mrs. Resuan. I heard before I went down there that we would 
have a rough way to go, 

Ir. ( rer. WI] it do you n in by that / 

Mrs. Resuan. Well, this lady down there previous to me, she told 
me whatever they put out down there would get by, regardless of what 


ild find init. I cannot say I foun .d it bad. 

Mr. ¢ OTTER. Yo u pre ba bh] vi niv sa W the best. 

Mrs. ResHan. That is what they tell me now, but it was good rags, 
what Isaw. Of course, I can see where it all comes from now. 

Mr. Rieuiman. Are there any questions by the members of the 
committee ? 

Mr. Mitier. When were you employed by the Navy Department? 

Mrs. Resuan. You mean altogether ? 

Mr. Miuter. Yes. 

Mrs. Resuan. April or May of 1951, I do not know the exact date, I 
believe it was April. 

Mr. Miter. How long were you employed by the Navy ? 

Mrs. Resuan. Until August of last year when I resigned because of 
pregnancy. 

Mr. Mitier. Are you an expert on textiles or rags, or such types of 
materials as woul 1 be used for wiping ¢ ‘loths? 

Mrs. Resuan. I am not ane xpert, but I do know rayon, and I know 
silk. 

Mr. Mitier. What is your background, qualifications, and experi- 
ence in that field ? 

Mrs. ResHan. None outside of the ordinary, you know, like you 
make a dress at home, and you know what the quality is. I do not 
have any specific instruction. 

Mr. Miter. You had no prior experience in a job of this nature as 
an inspector ¢ 

Mrs. Resuan. No; I had in machine shops, but not in wiping cloths. 

Mr. Mintzer. Not in wiping cloths ¢ 

Mrs. Resuan. No. 

Mr. Miter. When you were hired by the Navy were you shown the 
specifications ? 

Mrs. Resuan. Yes, sit 

Mr. Mitter. Who instructed you as to what your duties should be 
at the Grossman plant ¢ 

Mrs. Resnan. As I said I went down with Mr. Case the first day, 
and then I never went back again. That was the first I was hired in 
the Navy and I never went back again until February of 1952. Then 
Mr. Graber took me back enough to re fresh my memory. 

Mr. Minter. When you went back in February of 1952 you had only 
been there 1 d: Ly prior to that ? 
Mrs. Resuan. Yes. 
Mr. Mitier. When you spent 1 day with Mr. Graber ? 
Mrs. Reswan. Yes. 
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Mr. Minter. Then you were supposed to carry on the inspection for 
the Navy at this plant ¢ 

Mrs. ResHan. Yes. 

Mr. Mitier. With no prior experience in textiles ¢ 

Mrs. Resuan. No. 

Mr. Mitier. Who hired you at the Navy Department? 

Mrs. ResHan. Jim Case. 

Mr. Mititer. Who? 

Mrs. Resuan. James Case 

Mr. Mitier. Who is he? 

Mrs. Resuan. Well, probably he was what Mr. Beveridge is now. 
Before that he was head of the Inspe ction Office there. 

Mr. Mier. Did you hk ike an app lication for the job? 

Mrs. Resnan. Yes. 

Mr. Mitier. What did you think you were supposed to be looking 
for when you went down there? 

Mrs. Resuan. They told us—when he hired us he told us we were to 
look for zippers, pins, buttons, and certain sizes and certain textures 
of material. He told us that when he hired us, and then when he took 
us down there he tried to explain it to us, Mr. Case did, when he found 
rags objectionable, and the acceptable rags. 

At that time, and I do not believe this has been brought out before, 
we had a bottle like a pop bottle with holes in the end to sprinkle 
with, and when Mr. Case was down there we sprinkled each and every 
rag for moisture absorption, and when I went back the next time it 
was no longer necessary unless you were in doubt about the rag about 
whether it would absorb moisture, or had grease on it or something 
that would not take the water. You know denim and you know zip- 
pers, and buttons and paint. 

Mr. Correr. Were you out inspecting other types of equipment and 
material that the Navy was procuring, Mrs. Reshan ? 

Mrs. Resnan. Yes, at two other plants. 

Mr. Correr. What type cf material were you inspecting ¢ 

Mrs. Resuan. Rocket bands. 

Mr. Correr. Were you inspecting rockets ¢ 

Mrs. Resuan. Yes. 

Mr. Correr. Would you be doing the paperwork, or would you be 
doing the actual rejection and inspection of the item itself? 

Mrs. Resuan. We did actual inspection at the other plants. 

Mr. Correr. Did vou have any training in, and did you feel aur 
tent to inspect a rocket as to whether it was a good or bad rocket, « 
whatever you did? 

Mrs. Resuan. Yes. I had machine-shop training previously. I 
had inspection training previously and blueprint and micrometer 
—— and gage reading, so I was at home in there. 

Mr. Correr. What was your experience on the rocket situation; 
were ae many rockets that should be rejected that were getting 
through ? 

Mrs. Resuan. Well, the Navy, as I understand it was very strict 
about rust. They could not seem to keep rust off of them. Once they 
got painted over the rust it did not do us any good to holler about 
it. We girls stormed about it, but there was nothing we could do 
about it. 
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Mr. Ixarp. When they painted over the rust you said there was not 
anything you could do : about it 

Mrs. Resuan. No, you could not tell if there was rust in it after i 
was painted over. They tried all kinds of rust preventers thereafter. 
We had quite a few arguments over blueprints. We did not think they 
were making them according to the blueprints that they had in their 
general charge 

Mr. Correr. As to some controversial part? 

Mrs. Resuan. Yes. 

Mr. Correr. But you passed it although you felt it should be re- 
jected ¢ 

Mrs. Resuan. Yes. 

Mr. Rrentman. They were doing painting to get those through 
inspection ? 

Mrs. Resnan. If they could get it by us without us catching it be- 
fore it was painted. 

Mr. Rrenitman. But the paint would cover it up so that you could 
not detect it after that ? 

Mrs. Resuan. Not until a later date. I suppose sometime it will 
show. 

Mr. Correr. What kind of rockets were they ? 

Mrs. Resnam. For the Navy. 

Mr. Correr. Were they big rockets or little rockets ? 

Mrs. Resuam. About this long (indicating). 

Mr. Ikarp. Were they signal rockets ? 

Mrs. Resnan. They were about this long, the head of it—— 

Mr. Correr. Were they ammunition or flares, or used in planes, do 
vou know 4 
Mrs. Resuan. I do not know. It was just the head of the rocket. 
soni body else loaded it: we did not. 

Mr. Correr. It was just a rocket part ? 

Mrs. Resuan. Yes, and then the rocket band that goes around it. 

Mr. Correr. What company made those ? 

Mrs. Resuan. Clarke Gravevault made the rockets. 

Mr. Correr. What else did you inspect, Mrs. Reshan ? 

Mrs. Resuan. Rocket bands at another plant, the Columbus Stamp- 
ing Co. 


Mr. Correr. Did you have any difficulty there in finding imper- 
fections that were passed over your ob jection ? 
weve RrsHan. Well not too much out there. I had quite a few 


arguments with the company itself about it and they vor get awful 
mad at all of us, all of the individuals that were out there, but I think 
the nally realized after so many rejections, they finally realized 
they ae | not get away with that kind of work. 

Mr. Correr. Do you think the rejections that you were making on 
this rocket head, those that were being passed over your objection, 
do you think they were serious objections ? 

Mrs. Resuan. I do not know that much about guns and all, but 
there is a man’s life in danger when he is handling the thing, and it 
looks to me that a head that is not perfect is not good then. 

Mr. Correr. Would you say that they were quite rusty ? 

Mrs. Resuan. At times. I do not know whether they would just 
run into a bad supply of their rust resistant or not. 
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Mr. Correr. Did you alternate one week on rockets and the next 
week on wiping rags ? 

Mrs. ResHan. No, after I started at Grossman I would work maybe 
2 or 3 days at Grossman and the other 2 or 3 days at Clarke Grave- 
vault. 

Mr. Correr. When you were at Grossman’s were there other in- 
spectors around helping you, or doing the same kind of work ¢ 

Mrs. Resnan. At Grossman’s ¢ 

Mr. Correr. Yes. 

Mrs. Resuan. No, only a girl from the Grossman plant. 

Mr. Correr. Did your supervisors come in every day ? 

Mrs. ResHan. No. 

Mr. Corrrer. How often did Mr. Graber come in ? 

Mrs. Resuan. Maybe once every 3 or 4 weeks. He might be over 
at Mr. Romanof!’s office, but I did not see him. If there was anything 
I wanted to find out I would call him up on the telephone. 

Mr. Correr. What were your wages at that time? 

Mrs. ResHan. When I quit approximately $50. I could not give 
it exactly. 

Mr. Correr. Were you a classified employee ? 

Mrs. Resuan. Yes. 

Mr. Correr. In what grade were you? 

Mrs. ResHan. G-3. 

Mr. Cotrer. G-3 ? 

Mrs. Resnan. Yes, I had 1 yearly raise. 

Mr. Correr. You were a G-3 with take-home pay of about $50 a 
week 7 

Mrs. Reswan. I think it was approximately $49 or something like 
that. Ithink it ran about $105 after I got that raise. 

Mr. Correr. Did you have any other situations during your ex- 
perience with that company where you were rejecting stuff which was 
being passed over your objection @ 

Mrs. Resuan. I do not think so. We did a lot of squawking about 
things, but they say that is the trouble with women inspectors, they 
are too persnickety about things, ] do not know. That is what the 
manufacturers and some of the other Navy inspectors at the office 
told us, that we were being too persnickety. 

Mr. Mitirr. Do I understand that you were only down at Gross- 
man’s once in 1951? 

Mrs. Resuan. Yes. 

Mr. Miuier. And thereafter you were detailed to other work? 

Mrs. Resnan. Yes. 

Mr. Mitxier. Then you came back in February of 1952? 

Mrs. Reswan. Yes. 

Mr. Miniter. And remained at Grossman’s until August of 1952? 

Mrrs. Resuan. Yes; that is, not every day. 

Mr. Mitier. When you first went down there in the original in- 
stance were you at that time shown specifications ? 

Mrs. Resuan. Yes. 

Mr. Mitrer. And were you ever notified at any time thereafter, 
upon your subsequent return, that there had ever been any modifica 
tion or change in the specifications? 


Mrs. Resuan. None I recall—— 
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Mr. Mitter. In other words, after February 1952, you were looking 
for the same thing you were looking for before ? 

Mrs. Resuan. Yes, no denim, but since the date you were talking 
about that was changed. 

Mr. Rreutman. Apparently there was some new regulation that 
came out and the inspectors were not informed of it. 

Mrs. Resuan. Did that come out before August ? 

Mr. Rreutman. We heard er the change in the amount 
of denim permitted in the bale. I do not know when that new regula- 
tion came out, but I think some of the other witnesses will probably 
be able to give us that information. 

Are there any further questions by the members of the committee ? 
Thank you very much, Mrs. Re shan. 

Mr. RreuiMan. Commander Groves, do you solemnly swear that 
the evidence you shall give before this committee will be the truth, the 
whole truth, and nothing but the truth, so he Ip) you God ? 


TESTIMONY OF LT. COMDR. WILLIAM C. GROVES, COMMANDING 
OFFICER, U. S. S. “PANDEMUS,”’ ATLANTIC FLEET 


Commander Groves. Yes, sir. 

Mr. Correr. Commander Groves, what is your present assignment ¢ 

Commander Groves. My present assignment is comm: nding officer 
of the U.S. S. Pandemus with the mine forces, Atlantic Fleet, sir. 

Mr. Correr. At some time in the past were you the administrative 
officer of the supervising inspection of Navy material located at 
Cleveland ? 

Commander Groves. Yes, sir; from June of 1950 until the end of 
August of this year, sir. 

Mr. Correr. Did you work in any other capacity during that time, 
besides as administrative officer ? 

Commander GROVES. Y es, sir: I was also development contract ad- 
ministration officer for that office. 

Mr. Correr. When did you say you started out in that capacity ? 

Commander Groves. In June of 1950 I reported to Cleveland, sir. 

Mr. Orrer. Were you there at the time that there was difficulty 
with the Leshner contracts, from August of 1950 or in early 1951? 

Commander Groves. Yes, sir: I was there and was more or less 
intimately acquainted with what was going on in the Leshner con- 
tract; that is, as it related to inspection, 

Mr. Corrrer. In other words, you were cognizant of the inquiry 
that was made by Carlson, Teufen. and Talerico ? 

Commander Groves. Yes, sir. 

Mr. Correr. Did you people have the facilities to conduct a real 
investigation at that time? 

Commander Groves. No, sir; we had not. We had no such thing 
as an investigating agency and we had no people who were trained in 
business of really investigating as such. 

Mr. Correr. Who was it that went to the FBI, and was that the 
reason they did go to the FBI? 

Commander Groves. I presume that would be correct, sir. That 
was news to me. I wasn’t aware of the fact that the Cincinnati office 
had contacted the FBI verbally. 
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Mr. Correr. Were you familiar with the fact that a report was sent 
in to Naval Material in Washington relative to indicated fraudulent 
activity on the part of Leshner, and with the reply that was received ¢ 

Commander Groves. Yes, sir: I was shown that correspondence on 
a visit to the Cincinnati Inspection Office. 

Mr. Correr. When / 

Commander Groves. As I recall it, in either late 1950 or early 1951. 

Mr. Correr. Whenever the correspondence came in ¢ 

Commander Groves. Yes, sir. 

Mr. Correr. What was the general reaction of your field personnel 
at that time to that reply from Washington ¢ 

Commander Groves. Well, the general reaction was, sir, that we 
were doing everything within our power and we just could not see 
what in the world else we could do. We felt that our hands were fairly 
well tied, since we had no means of making a detailed investigation. 

Mr. Cotrrr. What do you mean by “your hands were tied”? They 
were tied by Washington or tied by your limited ability or what ? 

Commander Groves. By our limited abilities and by the letter from 
Washington that instructed us not to call in the investigating agency. 
By “our limited abilities” I mean our limited investigating abilities. 

Mr. Correr. Was the supervising inspection personnel aware that 
these practices were probably prevailing right along with Grossman 
and Leshner ? 

Commander Groves. No, sir: we were not aware of that since 
shortly after that—I don't recall these: I have to rely on my memory 
at the 1 ee after the letter from Washington te Ni ny us 


not to call in the FBI the notices of r jections stopped com) in. 
onseque aly we had no information that would tend to indicat thai 
materials of an unsatisfactory nature were being shipped. 


Mr. Correr. About the thine that this policy of sto pping rejec- 
tions was invoked, that there would not be any rejections at destina 
tion, was there also a cutdown in personnel in inspection at the source ? 
Do you recall ? 

Commander Groves. I don’t recall any particular cutdown in in- 
S} pection pe rsonne : 

~Mr. Correr. I have a letter here from A. R. Staudt, Chief of Naval 
Material. to Inspector of Naval Material, Cincinnati Ohio, dated 
June 8, 1950, oaleal exhibit 25. 

(Exhibit 25—Letter from A. R. Staudt, Chief of Naval Material, 
to Inspector of Naval Material, June 8, 1950, follows :) 


ExnHIsit 25 


Subect : Wiping cloth inspection at Leshner Corp. 

The subject inspection by three inspectors one of whom reported from SINM 
Cleveland was witnessed by a representative of this office on July 6, 1950 

The conduct of inspection as witnessed is considered completely satisfactory 
in regard to conformance to the specifications and contract requirements 

Except for any oflicial changes which will be made in interpreting the specifi 
cations, it is suggested that no other change be made in the inspection procedure 
as witnessed, and that both NPO New York and ONM M552 be advised of 
the progress on the current contract by copy of the line inspection reports. 


Does that not in a sense freeze your inspection procedure as of 
about that date? 


47852—54——_6 
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Commander Groves. Yes, sir; it had the effect of just verifying 
for our own information that the inspection procedures as applied 
were in strict accordance with current instructions. 

Mr. Correr. And were satisfactory to Washington ? 

Commander Groves. And were satisfactory. 

Mr. Correr. How do you reconcile that with the fact that at the 
same time the material at destination was all being rejected and there 
was a great variance between the two inspections ¢ 

Commander Groves. I didn’t reconcile that in my own mind, sir. 
I still suspected, and so did a number of other people in the Cincin- 
nati office, that something was drastically wrong somewhere. How- 
ever, we couldn’t put our finger on exactly what it was. It wasn’t 
until some months later when I arranged that representatives of 
the Cincinnati office and Mr. Pierce, my civilian counterpart, visited 
Norfolk and saw the actual material being received that we had any 
real news as to what the material was like in Norfolk. 

Mr. Correr. Was August of 1952 the first time you did get to 
Norfolk ? 

Commander Groves. August of 1952 was the first time I personally 
was involved in 2 trip to Norfolk on it. 

Mr. Correr. You found there material you were positive you had 
never seen before at the source ? 

Commander Groves. Very positive, sir. Not only from the two 
contractors we had, but from others. 

Mr. Corrrr. You came back and you went down to Columbus your- 
self ? 

Commander Groves. Yes, sir. 

Mr. CorTrer. And you discovered this hidden baler ? 


Cor inder Groves. Yes, sir: the hidden baler and the vast batch 
of poul d bales hidder behind the large bales in his warehouse. 


Mr. Correr. Was ai \ effort made to call in the FBI at that time? 

Commander Groves. No, sir. 

Mr. Corrrer. Do you know why ? 

Commander Groves. I think I know why but it is strictly an opinion 
nd it doesn’t 

Mr. Corrrr. Well, if you can throw any light on this, this is not a 
formal proceeding. 

Commander Groves. I believe that the reason the FBI was not 

lled in was because of the fact that we did report immediately 


| ] aes ] ] *4 ; : asin . 
through the official channels the situation as we cliseovered It al 


Columbus and considered that we had complied with every written 
nstruction we | id. 

Mr. Correr. Was there any outfit in your own organization which 
would pick a thing up which was as patent as this and run it down 
nd see what the width and breadth of 1t was? 

Commander (FROVES. None that I know of, sir. 

Mr. Correr. Was there even some cutback in 1950? TI notice a 
etter here. 

Mr. Houitrrevp. Just a minute, Mr. Counsel. I would like to revert 
back to this question just asked you. 

I believe Admiral Fox said this morning that there was a group in 
the Navy that did do that type of inspection. 
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Commander Grovers. I believe he was referring to the Office of 
Naval Intelligence, sir. They involve Sennen only with the mili- 
tary and not with the civilian end of 1 

Mr. Houtrrerp. Only with _— ur’) pa ae 

Commander Groves. Yes, si 

Mr. Houirrevp. Is your sonal inspector not a naval man? 

Commander Groves. A civil-service employee. As I understand it, 
there is a distinction. 

Mr. Houtrrevp. | know this lady who testified was a civilian em- 
ployee, but did you not also have a naval man down there, a man who 
was in the service 4 

Commander Groves. One naval officer; yes, sir; Lieutenant Com- 
mander Raitch. 

Mr. Howirmetp. Wasn’t he military ? 

Commander Groves. Yes, sil 

Mr. Howiriecp. Would that not bring it under the jurisdiction of 
the ONI, if they were perpetrating a fraud ¢ 

Commander Groves. We had no suspicions so far as Lieutenant 
Commander Raitch was concerned, sir? 

Mr. Hourrrecp. Graber ? 

Commander Groves. Graber was a civilian. 

Mr. Correr. Since you have been transferred out of that work 
and are now in command of a vessel, you are at the other end of 
the picture. What are you getting in the w: Ly of wiping rags and in 
th condition are they and to what use do you put them? 

C omms: inder ¢ TROVES, We ld, the ship | am 1n comm: ind ot is are pair 
ship and as such quite a number of wiping rags are used. As soon as 
I took command there in Se ptember of this year I asked the supply 
officer to let me know when he got new supplies of wiping cloths 
aboard, because I would like to take a look at them. The intent there 
was that I would immediately let proper authorities know if the 
wipers still ae received from the supply system were not in ac- 
cordance with the specifications. 

Dut Ing the first week I was there I looked at some wipers that were 
in the store room, but those could not be identified, since the contract 
markings and manufacturers’ markings were obliterated. However, 
last week during a visit of the GAO representatives to my ve el we 
went down and looked at some new supplies of wiping cloths that had 
bee n received, and found that they had been received from Sanitary 
Wiping & Burlap Co., in Wilkes-Barre, Pa. We broke open 2 bales 
and found them just about 50 percent defective. That was a quick 
estimate. We didn’t make a detailed inspection. 

Mr. Correr. What do you do with these wiping cloths that do not 
meet specifications on the vessel ? 

Commander Groves. As a general rule, sir, they are used in the 
less glamorous jobs of wiping up oil from decks and wiping off things 

Mr. Corrrr. You do make some use of them ? 

Commander Groves. Yes, sir; but naturally those go over the side. 

Mr. Houtriretp. The others are cleaned and reused ? 

Commander Groves. Not in every instance. However, it has been 
my observation through my many years of service that the service- 
man will hang onto a good wiping cloth that he can be sure is not 
going to damage the material or equipage he is working with, and 
use it to do its ultimate. 
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Mr. Correr. We are somewhat concerned with this information 
developed by the last witness that at another plant where she had 
the job of inspecting rocket parts she also was running into defects 
there which were being overruled by her superiors. Did that matter 
ever come to your attention / 

Commander Groves. I don’t recall that having been brought to 
my attention, sir. I visited the Clark Grave Vault Co. as I did quite 
a number of other manufacturers. I never saw personally the situa- 
tion she spoke of. 

However, I did during 1952, I believe, or early 1953, suggest to 
the supervising inspector that he send Mr. Beveridge to Hastings, 
Nev., the loading point for the rockets concerned, to dete ‘rmine what 
it was they were getting in the way of rejectionable material there. 
That report came back as rusted conditions; that is, breaking out 
through the paint she spoke of. 

Mr. Corrrr. What type of roc ‘kets were they? 

Commander Groyrs. These were the 5-inch rockets. I believe they 
are air-to-air, or air-to-ground rockets. 

Mr. Correr. Is there anything more you can add to the picture of 
why this whole system of inspection was not working on these wiping 
cloths? 

Commander Groves. The only thing I can add, sir, is strictly an 
opinion again. I can’t prove it. That is that there is some sort of— 
I may not be wise in the choice of words here—but collusion among 
the various manufacturers of wiping cloths to avoid meeting the 
specifications and contract standards. 

Mr. Hon ite Lp. Let me ask a question on that point, Mr. Counsel. 

Is that because your Navy specifications are so tough that they 

‘annot meet them in quantities that you desire ; and do they meet them 
bet tter for commercial establishments than they do for the Navy, 
because the commercial establishments pay more money for them? 

Commander Groves. Again, I have got to express just an opinion. 
I believe that the specifications as written can be met by the manu- 
facturers. 

Mr. Houtrrevp. In quantity? 

Commander Groves. In quantity ; yes, sir. 

Mr. Ho.trretp. Has it been in the past, met in quantity § ¢ 

Commander Groves. No, sir; it is evident that it hasn’t been. 

Mr. Hoturrietp. Has it been met to commercial users in quantity, or 
do they furnish the same kind of defective wiping rags to commercial 
users f 

Commander Groves. The only commercial users I have seen—that 
is, where I have observed commercial materials going to a commercial 
user, I should say, was that I witnessed at one time a representative 
of the New York Central Railroad getting rags at Leshner Corp. in 
Hamilton ; but those people sent in their own employees and their em- 
ployees selected the rags rag by- rag. 

Mr. Ho.ir me Do you know what they paid for those rags? 

Commander Groves. No, sir. 

Mr. Hourrtevp. In comparison with what you paid? 

Commander Groves. No, sir; I had no way of knowing what they 
paid. But I was given to understand by the foreman to whom I talked 
that they paid a much higher price than the Navy pays for theirs. 
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Mr. Houiriexp. It is obvious from this whole presentation here today 
that something is vitally wrong. 

Commander Groves. Yes, sir. 

Mr. Houtrievp. If you are not getting the rags in the quantities you 
need and the quality you need, it may be that your specifications are 
too high. : may be that you are not paying e! nough to get the qu: lity 


your specifications call for. It is either that, or there is a ve ry definite 
indir ation thas your whole inspection program is not worth the paper 
it is written on. So it would seem to me that it would behoove the 


Navy to get busy and find out what is wrong. If commerce ial users 
are getting these rags and are paying a few cents more a pound, it 
might be better for the Navy to pay a few cents more a pound, rather 
than to throw half of them away, because when you throw half of 
them away, it doubles the price you think you are paying. 

I do not have any more questions. 

Mr. Rreutman. Thank you very much. 

Commander Groves. Thank you, sir. 

Mr. Rirn~man. Captain W illiams. 

Mr. MILurr. Capti un, do you swear that the evidence which you 
shall give before this committee shall be the truth, the whole truth, 
and nothing but the truth, so help you God 4 


STATEMENT OF CAPT. MILO R. WILLIAMS, ASSISTANT CHIEF OF 
NAVAL MATERIAL AND DIRECTOR OF THE FIELD SERVICES 
DIVISION 


Captain Wiu1aMs. Yes, sir. 

Mr. Correr. Captain Williams, you are the Chief of this Naval 
Inspe ction Service we have been talking about all day? 

Captain Wiiurams. I am Assistant Chief of Naval Material and 
Director of the Field Services Division and as such I am charged with 
the administration of the general inspection office, which includes 
inspectors of Naval material. 

Mr. Correr. How long have you held that job, Captain? 

Captain Witi1aMs. I took over June 30, 1950. 

Mr. Correr. Who was your predecessor £ 

Captain Winuiams. Captain Seaadateon. 

Mr. Correr. You have heard the testimony here today. What ex- 
planation do you have to make ¢ 

Captain WiiutAMs. It is rather difficult to make an explanation of 
it, sir. I certainly cannot in any way excuse laxness in inspection. It 
was only very recently that it has come to our attention that there 
was oi: nae fraud involved. 

Mr. Correr. But that information was available to you for years; 
and when you say you can’t excuse laxness, your system should know 
whether you have laxness in it, should it not, if it is properly operated 

Captain WiiuraMs. It should; yes, sir. 

Mr. Corrrr. What is wrong with it? 

Captain WituiaMs. I don’t think there is anything basically wrong, 
sir. We have in the field these offices of supervising inspectors of 
Naval material. They are out there primarily for this very purpose 
of supervising the actions of the other inspection offices. They, them- 
selves, do not inspect any material. They are out there for the man- 
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agement purposes and standardization of actions of all the officers 
under their jurisdiction. 

lt is, I think, pertinent to say at this point that so far as I know this 
wiping rag is the only junk commodity the Navy buys. 

Mr. Correr. But, Captain, this is not singular, I do not believe, to 
the Navy. We had a forklift truck case in which there was inspection 
by Naval Material. We had a blood box case in which there was an 
inspection by Naval Material. And now we have this case. In each 
one of them you ment say the i Inspec tion could have been jus st as well 
done without. You are familiar with the cases? 

Captain WILLIAMs. oe, sir. I don’t think the whole system can be 
condemned, sir, for a few cases. 

Mr. Correr. I mean, we do not know all the cases. Now, Mrs. 
Reshan mentioned a rocket situation next door. Our insight into the 
thing is very limited. The cases that come to our attention are such 
that when we get into them we are not just looking for trouble in your 
service. We find these things. How many examples do we have to find 
before we can draw a conclusion that your inspection service is most 
ee ¢ 

Captain Witiiams. Well, I think before any such conclusion should 
be drawn, sir; it would be also proper to determine how many cases 
the inspection service has uncovered of unsatisfactory performance, 
and has recommended default of contracts or closing of contracts. 

Mr. Correr. In all fairness, you could have done a great many good 
om which probably would not have come to our attention as quic kly. 

Captain W mu1AMs. That is right. We get far more brickbats than 
bouquets. 

Mr. Correr. How many men do you have in this inspection service? 

Captain WituiamMs. We have a total at the present time of about 
6,100 civilians. A year ago we had several hundred more. 

Mr. Correr. Seven hundred more? 

Captain Witxiams. Several hundred more; about 6,500, I believe, 
at that time. 

Mr. Correr. How many officers ? 

Captain Wituiams. We have had a maximum during this Korean 
war of about 260. We are now down to about 225. Actually, we 
reached our peak of personnel before we reached our peak in work- 
load. They began squeezing ceiling down on us about that time. 

Mr. Correr. What is your exact function ¢ 

Captain Wittiams. My exact function? 

Mr. Correr. I mean the function of this inspection service. What 
does it have to do? Does it have a dual function? What is its func- 
tion ¢ 

Captain Witu1AMs. This general inspection office serves as wg field 
agent of the contracting officers of any office or bureau in the Navy. 
By performing this field contract administration function, that in- 
eludes inspection but it also includes many other functions besides 
ju cee. Actually, only — 53 percent of our personnel are 
inspectors. The rest are clerical or specialists in other fields, such 
as contract terminations. 

Mr. Correr. What do you do in this contract administration 
function ? 

Captain Witi1aMs. That includes such functions as industrial se- 
curity, protection of classified matter; the production functions which 
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have to do with progressing and expediting of materials; contract 
termination; invoicing of contracts; making preaward surveys when 
requested by commanding officers prior to award of contracts. 

Mr. Correr. Well, we have run into this preaward survey business, 
too. We ran into it on the forklift trucks and we ran into it in the 
blood box case. That seemed to be a most ste — and inadequate 
procedure that was gone through. Do you feel it is because you do 
not have competent personnel, or that they do not have competent 
direction? Can you put your finger any where on why there seems 
to be so many obvious failures on the part of the functions which this 
ee performs ¢ 

Captain Witi1ams. I think we must admit we had some consider- 
able imperfection in the quality of the preaward surveys several years 
ago because we didn’t h: ave spec ified exactly all the things that we must 
investigate and report on. That a couple of years ago was pretty 
much codified into a form report mentioning the various things which 
you must investigate and report on, and also requiring the Office in 
its conclusion to give its opinion as to whether a contract should or 
should not be awarded. 

Mr. Correr. Is that a new function you have taken on relatively 
recent ly ¢ 

Captain Witit1aMs. No, sir; it is an old function. 

Mr. Corrrer. How long have you had it? 

Captain WiLLiaMs. It was in the Office before I came to the Office. 
I don’t know. 

Mr. Correr. When did you come to the Office ? 

Captain Wiu1aMs. June 1950. 

co Correr. That would be comparatively recently. 

Captain WitiiaMs. Yes, sir. 

Mr. Correr. I asked that question because in World War IT there 
was a system for plant surveys and so forth, and I think it worked very 
well. Ithink since that time the military has taken over that function 
to a great extent, as they have taken over the business function that 
was carried on to a great extent by outside agencies. I am wondering 
if in taking it over you had to start back at the beginning of time and 
make all the mistakes and learn all the lessons that were already 
learned and perfected by World War II. 

Captain Wiriiams. I am not familiar with what kind of surveys 
you are talking about during World War II. If these were the same 
type—— 

Mr. Correr. You were not in procurement work at all ? 

Captain WiiitaMs. No, sir; I was not in procurement work at that 
time. 

Mr. Correr. You are a line officer ? 

Captain Wittiams. Engineering duty officer of the line; yes, sir. 

Mr. Correr. What background do you have? Prior to 1950 what 
a did you have for the job you hold now? 

Captain WitutaMs. I was in the Bureau of Ships office, the super- 
visor of shipbuil nn nares Camden, N. J., from 1943 to 1948. That 
is an inspection office but it is a little different type of work. 

Mr. Correr. Would you say that you might be a square peg in a 
round hole in your present job? 

Captain WitiiaMs. No, sir. 
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Mr. Correr. I do not mean to be disparaging of you, sir, but I am 
at 2 loss to understand why over a period of years your inspection 


service has been so insensitive to a situation that ‘everybody has known 
about in the industry, and everybody knows in all ‘these plants, but 
your inspectors do not know. Your letter from Captain Fulton is as 
late as January this year. He went up to Wilkes-Barre, and they 


kicked it around. 

Captain Wiiiiams. Yes, sir. I sent him up there. 

Mr. Correr. They were at a total loss as to the discrepancy. The 
GAO boys were up there 2 days and they brought back the answer. 

Captain Witu1AMs. I sent Captain Fulton up there, sir. 

Mr. Correr. Did you? 

Captain WitiiaMs. Yes, ar. 

Mr. Correr. He wasn’t much help to you; was he? 

Captain WiuiaMs. Ithinkso. I think they have straightened that 
out quite a bit since that time. 

Mr. Correr. You had the reports in the record. They said they 
were at a loss to understand the discrepancy, and they had concentrated 
on trying to pinpoint some irregularities and they had not been suc- 
cessful. That was the substantial part of it, was it not, sir? 

Captain WittiaMs. I couldn’t hear all that was being said up here, 
sir, back there; but it seemed to be that was the substance. 

Mr. Correr. Your own files, of course, contain a copy of this report? 

Captain WitiiaMs. Yes, sir. 

Mr. Correr. Do you pretend to do any investigation work in your 
service ¢ 

Captain Witu1ams. If you mean the type of investigation work 
where you go out and get depositions ; no, sir 

Mr. Correr. By investigation work I mean to go out and get facts, 
to go out and find out what is wrong. 

Captain WiturAMs. Yes, sir; we send out officers and civilians from 
our Washington office o— Newsently to look into various matters 
that appear to be off the beam. 

Mr. Correr. Do they investigate indicated fraud cases? 

Captain WiLLIAMs. When it gets into fraud, sir, it is a little bit 
different. As a matter of fact, recently in another case up in New 
York, where one of our officers did get ambitious and actually laid a 
trap to catch one of our own employees accepting money, with Dicta- 
phone and whatnot, we more or less had our wrists slappe d by the FBI 
for getting into their bailiwick. We were told to call them in for 
investigation purposes. 

ie Houirrerp. That was on your own military people? 

Captain WiiuiAMs. Yes, sir. 

Mr. Houirrecp. Or was it civilian? 

Captain WiiuiaMs. Civilian personnel in our own Office. 

Mr. Howrrtein. [t was on civilian personnel ? 

Captain Wiii1aMs. Civilian personnel; yes, sir. 

Mr. Correr. Did your own service handle that, or some other 
oe h? 

aptain Witirams. No, sir; the personnel of our own Inspection 
Ofc e ~ this on its own. 

Mr. Correr. Where did they get this technical equipment? Did 

you have that as part of your function ? 
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Captain WititaMs. No, sir; it was by collaboration with a con- 
tractor who had been approached by this individual for a weekly or 
monthly contribution, and he reported the fact to our office, so in con- 
junction with them they laid a trap for this fellow. 

Mr. Correr. Your people were certainly amateurs, I guess. 

Captain WitiiaMs. Very definitely. 

Mr. Correr. When it comes to investigation. 

Captain Wiuu1AMs. That is what the FBI told them. 

Mr. Correr. How do you get that service performed? You are 
policing the procurement work of the Navy and you do not have an 
investigations setup. Who does that work for you; or is it done? 

Captain Wuutams. Well, as a straight pelice work, sir—— 

Mr. Correr. When I say policing I mean monitoring; I mean see- 
ing that it is done properly and that you are getting what you con- 
tract for and that somebody is not putting something over on you. 
It has to be something of a compliance nature. 

Captain Witu1aMs. That is right, sir. 

Mr. Correr. Yet I do not see how you perform the function without 
having professional investigators. 

Captain WiutaMs. Well, I think that our inspection offices in 99 
cases out of 100 must assume some integrity of the institutions to 
whom contracts are given. At the particular time you are talking 
about, sir, we were administering in the field some 240,000 contracts 
and orders with personnel of about 6,000 people. So we do not have 
a tremendous organization for the amount of work we were doing. 

Mr. Correr. Do you feel that you are overworked; that is part of 
the trouble? 

Captain Witi1aMs. That was our story at that time; yes, sir. At 
that time we set up a special task group because we didn’t have the 
personnel in many phases, in order to take shortcuts to do the essential 
inspections to the best of our ability with the personnel available. 

Mr. Correr. Has this situation over the years developed into an 
indifference and a very lax, very loose, and very low-grade type of 
performance ? 

Captain Witi1AMs. No, sir. 

Mr. Correr. Well, it might be indicated from some of the facts 
we have received here today, would you not think? 

Captain WixuiaMs. If the actions in connection with this wiper 
thing are to be applied generally one might make such an assumption. 
I don’t think it is a fair assumption to make. 

Mr. Correr. With our limited experience, we go back to the forklift 
truck and we go back to the blood box. We find almost startling 
examples of indifference and negligence and failure; perhaps not 
entirely all your own fault, but within the Navy. 

Captain WiiuiaMs. Well, it is, I think, worth while at this point 
injecting the thought that when this Korean war started we were 
down to approximately 1,750 civilians in our whole service country- 
wide. That was an expansion from then up to a maximum of about 
6,500. Coupled with that we have a personnel turnover of about 25 
percent per year. 

Mr. Correr. Is that not rather high? 

Captain Wiutu1aMs. There was all this time quite an influx of new 
people. We got many “sour apples.” We have gotten rid of many 
“sour apples.” 
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Mr. Correr. But inconsistency of performance again more or less 
reflects on something in the service itself, does it not? 

Captain WirriaMs. I don’t think so. In general I think you can’t 
make a generalization of that, sir. 

Mr. Howitrrecp. Captain, would you think that the fact that your 
budget keeps you from hiring more trained and more competent 
classes of perso} nel might be one of the reasons why you are having 
some trouble? 

Captain Wiiirams. I think ae = is a contributory thing, possibly. 
I might also mention that in the Ohio area we had one of the highest 
turnovers of any area, ar ceaaiees of competition pr icewilse with 
industry. 

Mr. Hoxtrrerp. In other words, industry was paying more money 
than you could pay for your personnel, and, therefore, they were 
draining off the more competent and better-qualified people ? 

Captain Wiuu1aMs. The Cleveland area probably had more diffi- 
culty in filling the ceilings we did give them than any other place 
we had. Even though ceilings were limited they always had more 
ceiling than they could fill. 

Mr. Horrrrevp. Has there been a hesitancy on the part of your 
Department, sir, to call upon the FBI or the ONI for assistance in 
suspected cases? 

Captain WirtraMs. No, sir. 

Mr. Hortrrecp. There has been - general thinking on your part 
that, “Well, this will involve the Navy in a publicity exposure,” or 
something like that? 

Captain WituraMs. No, sir. 

Mr. Houtrretp. Why did you mark at the bottom of this communi- 
cation of yours to the Inspector of Naval Material, Cincinnati, Ohio, 
“Confidential, Security Information”? Why did you have that mark- 
ing on there? Do you know the letter refer red to? 

Captain Wiii1aMs. Yes, sir; I know the letter you refer to. I 
think the reason why we put the classification on there was partially 
to keep that information from possibly getting back to the contractor. 
I certainly would not want the contractor to know that we were not 
calling in the FBI at this time. 

Mr. Correr. Do you not trust your own organization ? 

Captain Wmu1aMs. I trust them; but, as you know, sir, there have 
been leaks even in classified matters. If you completely unclassify 
it there is a much better chance. 

Mr. Corrrr. Is this not carrying the security business a little too 
far? Practically all of the files reviewed in this wiping cloth matter 
hs _ been security matters. Is that not quite ridiculous? 

Captain WiiitaMs. In some cases it was: yes, sir. In this case I 
am not so sure it was ridiculous, in that particular case, because TI was 
expecting that possibly our own office might be able to develop more 
positive indication of fraud on the part of the contractor. At that 
time it was only a suspicion of fraud. 

Mr. Correr. They had sent vou very good evidence. They went 
down there and grabbed some bales. The first bales they got were 
only one and something percent. They were thrown out when they 
went in, when the company employees pulled these out. When they 
grabbed one, even though they had a fire there and even though they 
had to sit there an hour and even though they invited him to see the 
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fire, it came out that it was 16 percent or so. What more do you want ¢ 

Captain WitiraMs. I don’t recall that I had that information at 
that time. 

Mr. Correr. You had all that information. The references refer 
to that information. 

Mr. Houtrreip. Let me ask one further question. 

When these bales of cloth were opened at Norfolk and your men 
went down and opened them and you found that half of those rags 
were rejects and they had a Navy stamp on them that they had been 
inspected, how much more information would you need to anon that 

there was something vitally wrong with that condition existing? Was 
that not prima facie evidence that there was fraud? 

Capt ain WILLIAMS. Not Nn ecessarily. It might be incompetence and 
laxness of our own people, but I hoped our own office would get into 
it and find out how it was possible for that to get by, sir. I didn’t 
see that was prima facie evidence of fraud at that time. 

Mr. Hourrrevp. You think incompetence could run as high as 50 
pe — t of the rags being rejects? 

Captain Wituiams. I wouldn’t normally think so; no, sir. 

Mr. Houtrretp. It would seem to me like any type of inspection at 
all would catch up to 5 or 10 percent, but when you go to half of your 
bale being rejects, it would seem to me to indicate either you had a 
blind man doing this inspecting at the source or there had been some 
substitution of some sort. 

Captain WiiutaMs. It was definitely a suspicion of substitution. 

Mr. Horirtecp. I cannot understand why in the face of that you 
said that there was not to be an FBI investigation. I cannot see why 
you did not call in the FBI immediately and say: “This is what we 
found. Look into it.” 

Captain Wits. My recollection is that we talked to the super- 
vising inspector, Naval Material, in Cleveland, who had talked with 
the FBI, and they didn’t feel we had enough solid for them at that 
time. That is my recollection. 

Mr. Correr. Actually, your files reflect apparently the FBI went 
out and made an investigation without your official authority; so it 
would appear from the files. You heard the testimony. 

Captain Wimu1aMs. It may have. I don’t know that they did 
at that time. 

Mr. Correr. Coming back to this security information, Captain, 
you say that the reason you think in this case there was some basis 
for it was because you did not want the contractor to know? Is that 
the answer? Was that your statement? 

Captain Witz1ams. That would be one reason, 

Mr. Correr. What didn’t you want him to know? The good news 
that you would not turn it over to the FBI? 

Captain Witi1aMs. No,sir. Did not want him to know we were not 
turning it over at that time. 

Mr. Correr. You wanted to make him think you were ? 

Captain WitiiaMs. Possibility that we were, yes. We certainly did 
not want him to know at that time we were not turning it over to 
them. 

Mr. Correr. When these people sent this on to you with their 
limited experience and lack of experience in investigation, would 
you not consider that what they sent on was an effort to put you 
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on notice, to take the responsibility away from them for a fraud 
investigation? Why would you send them back a note or a letter 
which in its nature was one of censure and tell them that the main 
thing here was because they were not doing their job? 

Captain Wiu1aMs. In that same letter, as I recall 

Mr. Correr. You quoted the regulations and this and that; but 
do you not think that anybody that had sent this in would feel that 
when they sent it in and turned it over to the FBI and you came 
back and said, “We do not want it turned over to the FBI; the main 
trouble is you are not doing your job,” it meant that you were tell- 
ing them that you did not want anything done by way of investigation ? 

Cc aptain Wiu1ams. No, sir. In that same letter, as I recall it, even 
though personnel and ceiling were sharp, we told them if necessary 
to put people on 24 hours a day, that would be done. 

Mr. Correr. Quoting your regulation ? 

Captain WituiaMs. Yes, sir. 

Mr. Correr. But you were not familiar with the enclosure that 
came in at this time ¢ 

Captain Wiiu1aMs. At this time I don’t recall them, sir. 

Mr. Correr. I would suggest you familiarize yourself with them 
again. I cannot underst: ind why there was quite that tone in your 
letter in the light of the facts sent in, even though they were pre- 
liminary. Did you have any directions from anybody else to send 
this type of letter? 

Captain Wiixt1aMs. I discussed it with the Chief of Naval Material, 
that I was going to do that. 

Mr. Correr. Was that Admiral Foster at that time ? 

Captain Wiiiiams. That would 

Mr. Correr. This is April 20, 1951. 

Captain Wmu1aMs. That would have been Admiral Foster, I guess. 

Mr. Correr. He went out at the end of 1950. 

Captain Witui1ams. Admiral Fox, I guess. 

Admiral Fox. He went out in December of 1951. 

Mr. Correr. Was there any discussion 

Admiral Fox. Wait, I am wrong. Admiral Foster went out in 
December 1951. 

Mr. Correr. In 1951? Are you sure it was not 1950? 

Admiral Fox. Then Admiral Noble came in. 

Mr. Correr. I think it was 1950. 

Admiral Fox. You are right. Admiral Noble was in from Decem- 
ber to October, and then I relieved him. 

Mr. Correr. You were not Admiral Foster’s immediate successor ? 

Admiral Fox. No; I relieved Admiral Noble. 

Mr. Correr. Was there any congressional pressure or contractor 
pressure to get you to take any action you would not have taken in 
your normal action ? 

Captain Wititams. No, sir. 

Mr. Correr. You do not recall anything about that? 

Captain Witi1aMs. There was no pressure that initiated that. 

Mr. Correr. What about this rejection policy, to discontinue rejec- 
tion at Nofolk in August of 1950? Do you re all that ? 

Captain Wiiitams. Yes, sir 

Mr. Correr. What were the facts surrounding that? 
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Captain Wuu1aMs. The facts surrounding that, sir, were that the 
material was being inspected and accepted at source. For the receiv- 
ing activity to — it direct to the contractor is not following the 
specified channel of reporting it to the Bureau concerned that he had 
received and accepted unsatisfactory material. It was complicating 
a number of things because here was material which had already been 
accepted and possibly paid for on which the receiving activity was 
rejecting it directly to the contractor. It was not following the speci- 
fied channels for such procedures. 

Mr. Correr. As I recall it Admiral Fox’s testimony—I do not 
know what he had to do with this at that time, as he was undoubtedly 
in BUSAN DA—was that the idea was to concentrate all inspections 
at one place. 

Captain WutuiaMs. Right. 

Mr. Correr. But we have just shown by correspondence we have re- 
cently introduced into evidence that you were not intensifying in- 
spections at the Leshner Corp. You were crystallizing it, and at the 
same time you were cutting off rejects which were giving you trouble 
because at the destination the +y were finding the stuil was not accept- 
ab ~ Can you explain that? 

Captain Wua1aMs. The only thing that was being stopped was the 
actual rejection action by the receiving activ ity. It did not stop them 
inspecting it or reporting their actions. 

Mr. Correr. As Commander Groves just testified, when the rejects 
stopped then they got no more trouble from your destination. I 
mean, they could inspect but that did not have the effect of a rejec- 
tion; did it? 

Captain WriiuiaMs. No, sir; unless official action was then taken 
by the Bureau or the contracting officer it was not a rejection. 

Mr. Miituer. Why would that be a good system ¢ 

Captain WititaMs. Sir? 

Mr. Mintzer. Why should not the inspecting officer at the destina- 
tion have the right to reject?’ Why send it back through another 
channel again ? 

Captain Wituiams. A legal action had already been taken accepting 
the stuff at the source. So one contract migtlit have gone to a number 
of different places. To me it is only wood business for anv ré Ter tion 
at that stage, after hav ing been once inspect d. to be by the contract- 
ing officer or at least through his action, anyway. 

Mr. Corrrer. Captain, do you ever turn over information for inves- 
tigation directly tothe FBI? Can yous 

Captain Witi1ams. We normally refer it to the Department of 
Justice. 

Correr. Directly from your shop? 

aptain Wiut1ams. From the Office of Naval Material. 

wn Correr. It goes right directly to the Department of Justice? 

Captain WititaMs. Yes, sir. 

Mr. Correr. You do not send it directly to the FBI? 

Captain WitiiaMs. Yes, sir; there was one example of that quoted 
here today. 

Mr. Correr. You mean in this Grossman case? 

Captain WituiaMs. Yes, 

Mr. Correr. How many cases do you think you referred to them a 
year? 
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Captain Witt1aMs. I would not be able to say on that. Within the 
organization of the Office of Naval Material, fraud cases are handled 
by a different division than the Office of Naval Material; they are 
handled by the Procurement Division. 

Mr. Correr. You are the service that have the front-line men that 
should be able to pick up a great many of these cases. How many of 
them does your service turn over for investigation to Just ice? Do you 
have any statistics on that ¢ 

Captain Witz1aMs. No, sir; I have no statistics on that. 

Mr. Correr. You are not very conscious of it, then, are you‘ 

Captain Witurams. There are not too many actual fraud cases. 

Mr. Correr. In that every fraud case boils down from about 10 
indicated fraud cases, you say you do not have many indicated fraud 
cases ¢ 

Captain WitiraMs. There are some. 

Mr. Correr. It appears there are not many coming up through 
your service. 

- Captain WiuraMs. There have been some cases of suspected irregu- 
larities on the part of our own personnel. 

Mr. Correr. You handle that differently. What do you do with 
those ¢ 

Captain WuutaMs. Those are turned over to the FBI also. 

Mr. Correr. I thought you put that to your ONT. 

Captain Wiiu1aMs. If it is military personnel. 

Mr. Correr. Civilian personnel goes to Justice ? 

Captain WiniiaMs. Yes. 

Mr. Correr. You have not had many fraud cases ? 

Captain Wiitiams. Not many. 

Mr. Correr. That is readily understandable when you get the facts 
of these cases here today. 

Mr. Rreniman. I guess that is all, Captain. We will call Capt. 
McKinley Landau. 


(The witness was duly sworn.) 


TESTIMONY OF CAPT. WILLIAM McKINLEY LANDAU, OFFICER IN 
CHARGE OF NAVY PURCHASING OFFICE, NEW YORK CITY 


Mr. Correr. You are the officer in charge of the Navy Purchasing 
Office in New York City; is that right 2 

Captain Lanpav. Yes. 

Mr. Correr. Your office procured these wiping cloths? 

Captain Lanpav. That is correct. 

Mr. Correr. If you need someone else from your office you can get 
them around you and we can swear them in. 

Captain Lanpav. I believe I will call Lieutenant Yarborough. 

Mr. Rrentman. I will swear in the witness. 

(The witness was duly sworn. ) 


TESTIMONY OF LT. W. H. YARBOROUGH, UNITED STATES NAVY 


Mr. Correr. Captain Landau, I think we have the overall facts 
with respect to your procurement of wiping cloths. The amount these 
various contractors were awarded is $13,500. Is that testimony sub- 
stantially correct ? ’ 
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Captain Lanpav. Yes. 

Mr. Correr. You undoubtedly are familiar with the settlement that 
was made with Grossman & Sons, Inc., for the refund of approxi- 
mately $125,000, 

Captain Lanpav. I participated in it. 

Mr. Correr. You feel that was a good settlement ¢ 

Captain Lanpav. Yes, I think it was a very good settlement. 

Mr. Correr. On what basis did you jus atify the settlement rather 
than defaulting on them for indicated fraud, or for the irregularities 
you found? Why did you not go out in see cae market and buy 
acceptable cloths and charge them to their account / 

Captain Lanpav. There are many reasons. First, we were afraid 
the company would go into voluntary bankruptey and render them 
selves judgment proof. 

Secondly, we were apprehensive that the surety company might not 
make good because of the peculiar conditions involved. 

Mr. Correr. Was it a performance bond or a completion bond ¢ 

Captain Lanpav. Performance bond. We took a 25 percent per 
formance bond in each case. That is our practice. 

Insofar as the $125,000 is concerned, $93,000 was allocated to the 
first contract and some $34,000 to the second contract. In respect to 
the second contract, the performance bond was for $53,000 which left 
only a balance of $19,000, 

Now, eee cel they were represented by counsel when we 
had this conference on October 29, 1952—asked if they could get off 
the hook on the remaining 1,400,000 pounds that was still undelivered 
against the second contract. We told them we could not entertain that, 
and the reason we did not want to do it that way was because rags 
had increased about 5 cents a pound in price, and even if we had col- 
lected from the surety underwriter we would have only gotten another 
$19,000 under the second contract whereas this way we saved the Navy 
Department some $70,000 and got an excess of some $50,000 which we 
would not have otherwise have received, if I make myself clear. 

Mr. Correr. That might be so. When you say that, are you con- 
sidering the fact that at the same time, or shortly thereafter, when 
they still had about 1 million pounds to deliver, you relaxed your 
specifications to permit the inclusion of 50 percent denim? 

Captain Lanpav. That did not apply, as the thought was expressed, 
solely to Grossman. The General Store Supply Office in Phil: acdelphia, 
which exercised inventory and stock control, relaxed the specifications, 
and it applied, not only to Grossman, but they advised the Armed 
Services Textile—— 

Mr. Correr. You could not let it apply to one contractor, but did it 
not arise as the result of some of the negotiations had with Grossman ? 

Captain Lanpavu. No. The reason I mention that, one of the GAO 
representatives testified that he thought it was done to help Grossman 
Bros. That is emphatically not the case; it applied to everybody. 

Mr. Correr. It did not grow out of the Grossman Bros. negotia- 
tions? 

Captain Lanpav. No, sir. That is what I am trying to make clear. 

Mr. Correr. Had nothing to do with them ? 

Captain Lanpav. Nothing; completely incidental. 

Mr. Correr. It is a fact, is it not, that denim at that time could be 
bought for around 6 or 7 cents per pound, and whatever preparation 
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that was needed to turn it into wiping cloths still resulted in a rather 
exorbitant profit for the contractor ? 

Lieutenant Yarnorovcn. A raw market of 6 cents on garments 
would reflect itself to approximately 12 cents on the cuttings they can 
receive from that garment. 

Mr. Correr. Why is that ? 

Lieutenant Yarsoroucn. 50 percent of a household item is normally 
wasted, unless they give it back to us. The rule of thumb for the 
market is about 8 cents'a pound for trimming and the garment is 
about 50 percent lost in price. 

Mr. Correr. How much do you expect in cotton material for 13 
cents pe e pound ? 

Lieutenant Yarsoroucn. The price of denim was not out of adjust- 
ment with other cotton fabrics. 

Mr. Correr. It was much lower. 

Lieutenant YarsoroueH. I do not know there is any particular 
market for just denim. They are all included as a number 2 or 3 
colored wiper if you look at the market and trade journals. 

Mr. Rreutman. I wonder if we could have some basie information 
for the relaxing of these specifications where you are permitting 50 
percent denim to be allowed in each bale, 100 pound bale? 

Lieutenant YarsoroucH. The basic specifications used at the time 
these contracts were let was mill C 15002. In that basic specification 
which is used primarily for the whole military, for reasons unknown 
to me, there were nine additional stipulations. Some of them are 
easy to ascertain. And in the case of denim, if denim is washed 
properly, it is as good as any other cotton rag. There is a tendency 
to pick up patch pockets on carpenter type overalls. It is not good to 
have that welght fabric doubled. There is a tendency to pick up 
brass in the jeans. To keep the bad elements out, it got to the point 
where they said—let’s knock it out entirely, and yet we were hurting 
ourselves, we thought. The market was hard pre ed to deliver our 
quantities without having this particular material available, and since 
it is not detrimental to its end use, it was deleted from the super- 
mposed portions of the contract, not from the basic specifications. 

The current procurement for the whole Federal Government is 
based on DDDW415<A, and in that specification, there is to prevent 
the inclusion of 100 percent denim material if it meets all the other 
i 
Mr. Correr. Captain Landau, you thought you were getting a good 

| 


here because you had such a low price, but you were going back 


and dealing with somebody that you were put on pretty clear notice 
had been trying to defraud you. 

Has your experience since that time shown that you have saved 
money, or do you know what you are paying for those rags you have 
been getting since then ? 

Captain Lanpav. We were aware of that and took it into considera- 
tion. Lieutenant Commander Groves was present at our meeting, 
and we all agreed that stringent steps would be taken to insure that 
the remaining 1,400,000 pounds would meet specifications in every 
respect. We left that in the hands of the inspection service. Every- 
body was placed on notice. 
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Mr. Corrrr. I think we should call Mr. Reese and Mr. Jensen, 
inspectors for the Navy Department at Norfolk. Also Mr. White- 
hurst. 

Mr. RreHu_MAN. I will swear the witnesses. 

(The witnesses were duly sworn.) 


TESTIMONY OF ROBERT L. JENSEN, AND T. C. REESE, INSPECTORS 
FOR THE NAVY DEPARTMENT, NORFOLK, VA., AND LAWRENCE 
WHITEHURST, FORMER INSPECTOR, NAVAL SUPPLY CENTER 
NORFOLK, VA. 


Mr. Correr. Mr. Reese and Mr. Jens en, have you recently made 
ins pect ions of the Grossman w iping cloths curre ntly being received 
at Norfolk ? 

Mr. Reese. I made an inspection of the cloths introduced a while 
aQo. : 

Mr. Correr. Have you made other inspections of Grossman stuff as 
it has come to Norfolk ? 

Mr. Reese. One in July 1952. 

Mr. Correr. That is the last one since this one ? 

Mr. Rerse. Yes. 

Mr. Correr. Has any one else in your shop been inspect ing Gross- 
man material, or has it not been received at Norfolk? 

Mr. Reese. Some of it has been received at Norfolk, but most of it 
has been diverted under this last contract to Norfolk. 

Mr. Correr. Norfolk is getting it? 

Mr. Rersre. Some. 

Mr. Correr. oo you inspecting it? 

Mr. Reeser. I am not inspecting it only when ordered to in cases 
like the compl aa that came in in 1952 from the ships. I was ordered 
to inspect it then. 

Mr. Correr. Were you in Norfolk during the time Mr. Whitehurst 
was there ¢ 

Mr. Reese. I was in Norfolk but not inspecting wiping cloths at that 
time. 

Mr. Correr. When did you start? 

Mr. Reese. On and off for about 10 years. 

Mr. Correr. Did you make more inspections of wiping cloths at the 
time you were making rejections than after they told you you could 
not reject any more ¢ 

Mr. Reese. I was not making any during that time. I was assigned 
to other technical inspection. 

Mr. Correr. You knew what was going on. It seems if you were 
inspecting wiping rags and you do not inspect them for a period of a 
year, you are really not inspecting wiping rags at destination are you 4 

Mr. Resse. No, sir. 

Mr. Correr. Only when you are ordered to. 

Mr. Reese. Yes. 

Mr. Correr. Is that because this order went through in 1950 that 
vou could not reject, even when you did find bad rags ? 

’ Mr. Reese. Mr. Whitehurst can give you more information on that. 
He was handling all of them at that time. 


47852—54 
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Mr. Correr. Mr. Whitehurst, can you answer the question? Was 
there any point in in pecting these wiping cloths after you were 
forbidden to reject them ? é 

Mr. Warr HURST. So far as we could see, we did not feel like there 
Was any point to it. We felt like, with the workload we had in the 
office at that time, our services were needed at other places and if we 
we were just oulnas to go ahead and inspect cloths and not have any 
action taken on them whatsoever, we felt like it was a waste of time. 

When we got our first order to stop rejecting cloths—and you note 
I said “stop rejecting,” we stopped rejecting them, but we continued to 
inspect for a good while after that and made a report on every ship- 


ment. ‘The report was sent to the local inspector, the inspector at the 
point of origin and then at other places. I think that I have a note 
he ‘re \ ou gen tl men w l] hi ive to excuse me, I have to refer back. 


Mr. Correr. Is this your diary ? 

Mr. Wuirenvurstr. These are some old notes I kept at the time. 

Mr. Corrrer. We have a copy of that, and we can introduce that in 
the record. 

Mr. Rieutman. If there is no objection. 

Mr. Wurrerrurst. In other words, we sent a copy to the Chief of 
Naval Material, Washington, D. C., the Chief of the Bureau of Sup- 
plies and Accounts, Washington, D. C.; NPO, New York and GSSO 
at Philadelphia. 

Mr. Correr. What was the percentage of rejections on this last 

pment you inspected ? 

Mr. Jensen. Are you referring to this one here, or 1952? 

Mr. Correr. The recent set that was received from Grossman. 

Mr. JENSEN. I will ne you the percentage in a minute. On the 
frst bale it was 30 pounds of denim. 


Mr. Correr. Were you inspecting under the old law ? 
Mr. Jensen. I was given a copy of the contract with the amendment 
that allowed 50 percent denim. 30 pounds of a 52-pound bale runs 


about 58 percent which is in excess of the 50 pounds which in my 
opi nion, according to thse contract, was the basis for the rejection of 
the bale. 

Mr. Correr. What about the other material in there? 

Mr. Reese. There was an additional 12 percent of material that 
was rejected. 

Mr. Correr. Twelve percent of the whole, or 12 percent of the 
remainder / 

Mr. Reese. Twelve percent of the remaining. 

Mr. Correr. Which left a total of about what? 

Mr. Reese. Nine pounds which would make it about 17 or 18 per- 
cent. 

Mr. Correr. You were just relying then, Captain Landau, on the 
Office of Naval Material to see that this fellow didn’t continue to 
cheat ? 

Captain Lanpav. We were relying on the inspection service. 

Mr. Correr. That is right? 

Captain Lanpav. That is right. 

Mr. Correr. Do you know whether inspections were being made? 
Did you leave any instructions that special inspections should be made 
to see if they were arriving at destination and you were getting the 
same quality at destination that you were at the source? 
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Captain Lanpav. Not so far as the receiving activities were con- 
cerned, but we did have a very definite understanding with Lieutenant 
Commander Groves before our conference broke up, and he said they 
would undertake to watch the remaining 1,400,000 pounds very closely} 
as Grossman processed them. I am not aware there are nonspecifica- 
tion rags in excess of the normal allowance being delivered at this 
time, and certainly our adjustment with Grossman on October 29, 
1952, does not estop us even at this time from asking for money 
respect to the 1,400,000 pounds if the same sort of defectiveness has 
developed. 

Mr. Correr. No; but you let them go and catch them again in that 
manner of doing business, do you not? 

Captain Lanpavu. As I mentioned, if we had not let them go forward 
with that 1,400,000 pounds, the Navy would have been obliged to re- 
place that quantity at about 18 cents a pound. 

Mr. Correr. But you are carrying a performance bond on all these 
contracts at great expense. What are they for? You could have 
gone on the market. He was responsible. ‘There was a performance 
bond, is that correct? 

Captain Lanpavu. There was a performance bond for $53,000. 
$34,000 of that money was used up on the first adjustment, the adjust 
ment of October 29. That would have left only $19,000 to recover 

gainst an expenditure of $70,000, and the surety, even if they had been 
inclined to pay, and taking it for granted they would pay under the 
pe r formance bond, would have only pi uid $19, 000. 

Captain Lanpav. They did loan the company $50,000, and the 
settlement was made on this basis: Grossman only had $2,000. We 
held up $10,000 on payee nts with the Navy Regional Accounts Office, 
and then about a week later the Western Casualty Co., their surety 
underwriter, came in with a check for some $50,000 that made up 
50 percent of the $125,000 leaving $62,500, or something like that, 
still due. Now, that was paid for in monthly installments, starting 
January 1, 1953, out of the shipments that were made. Grossman 
did not have the money, and we held up payments that were due them 
until we had collected this $15,000 or $16,000 every month for the 
4 months until we got the $125,000 in full. 

Mr. Rreutman. You got the cash, but what did you get in return 
for it. Is not that the question ? 

Captain Lanpav. Do you mean on the 1,400,000 pounds ? 

Mr. Rrew_man. Yes. 

Captain Lanpav. I cannot answer that. 

Mr. Rreximan. From the evidence we have here today, apparent 
the Government has not fared too well in that respect. 

Captain Lanpav. That is brand new to me, insofar as the 1,400,000 
pounds are concerned. 

Mr. Cotter. On the other contracts with Grossman, do you feel the 
Navy adjusted them so they got out all right? 

Captain Lanpav. Yes. E specially when you consider insofar as 
the Norfolk deliveries were concerned, they had been put into con- 
sumption, and we could not have returned them even if we had been 
so inclined because they were not available because of the critical 
need for rags. 
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Mr. Correr. Does it surprise you that with regard to one of those 
bales that Admiral Hipp testified to that came out of a previous con- 
tract, in a 50-pound bale, there was only 1 pound of specification 
material ? 

Captain Lanpav. It surprised me a great deal. I checked on the 
ontract and it is dated July, 1951, almost 21% years ago. I would 
think that had long been sent out and put into consumption, although 

ere could be a stray bale or two. I am just guessing. 

Mr. Correr. It doesn’t change the fact you have 98 percent of bad 
naterial in that bale and that was never caught and there was never 
iny adjustment made, is that not right? If that is a representative 
f imple of that whole contract, you did not fare too well on that, did 


vou, sir ¢ 


Captain Lanpav. I do not recall just how many bales that 
represents, 

Mr. Correr. It was 6 bales, but there was less than 2 percent of 
sable material. 

( aptain LANDAU. I hardly think it could be taken for granted that 

ree Dales would be re } resentative of the entire contract. 

Mr. Correr. It is a rather poor indication of what is represented ? 

( aptain LANDAU. It is an indication. 

Mr. Correr. On these settlements with these other companies, do 
you feel the Navy made equitable settlements as far as their position 
s concerned / 

( iptain LANDAU. Yes, I do. 

\I . { OTTER. I) the heht ot the evidence received here today, how 


Captain Lanpavu. The settlements were made on the basis of the 
percentage of the effectiveness that was found. 

Mr. Correr. What you caught them with ? 

Captain Lanpav. I know that Mr. Petricoff hollered to the high 

eavens when we extracted some $17,000 from his company. 

Mr. Correr. You did business on the order of $1,750,000 in the 
last 4 vears with that company, is that correct ? 

aptain Lanpav. Yes. 

Mr. Correr. And from Mr. Saba you got back $8,000 and you did 

— here around $3,500,000 worth of business. ; 
Captain Lanpav. Whatever your figures show. 

Mr. Correr. How do you feel you have come out with those com- 
panies since vou have heard the evidence today? Everytime the in- 
- tor’s back was turned the v would open up these big bales, 

aptai n Lanpav. Of course, there is room for considerable doubt. 

Me Correr. In what direction ? 

Captain Lanpav. Insofar as other contracts are concerned, but that 
s merely a matter of conjecture. We could not collect on anything 
but actual evidence of defectiveness. 

Mr. Correr. You did not have it ? 

Captain Lanpav. We could not go back to the company and make a 
blanket request for a refund unless we could support it with actual 
facts and figures. 

Mr. Correr. I appreciate that. Is there anything else you want 
to add? 
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Captain Lanpav. Yes, I would like to add one thing. The opinion 
has been expressed that perhaps the Navy is not paying enough money 
for rags. We have no assurance if we were paying 18 cents, or 20 
cents, that we would be getting better quality. If members of the 
gentry want to stoop to unethical practices, they will do it no matter 
what money you pay. 

Mr. Correr. Industry sets the price, vou do not. 

Captain Lanpav. That is right. There is one thing I would like 
to add. You asked Lieutenant Commander Groves whether he was 
aware that a report had been made to the FBI. I have in my file a 
copy of a letter that the Navy Department's Office of Gener: al Counsel 
addressed to the Attorney General's Office on December 3, 1952, re 
porting this Grossman situation. 

Mr. Correr. They reported it in October 1952. The December 
— follows. That is already in evidence. Anything else. 

Captain Lanpavu. No, sir. 

Mr. Correr. You, Lieutenant Yarborough / 

Lieutenant Yarsoroucu. No. 

Mr. Corrrer. Do you gentlemen have anything more? 

Mr. Reese. I think I have heard enough. 

Mr. Corvrer. I might ask you inspectors, of the material you have 
inspected at Norfolk, can you give a rough estimate of the percentage 
of rags from all contractors that met specifications, as against those 
that have been rejected / 

Mr. Jensen. The only comment I can make is as regards the in- 
spection I was requested to make in July 1952. The average accept- 
able was 45.5 percent and rejectable 54.5 pere ent. 

Mr. Correr. What was the basis of your settlement, Captain 
Landau? How did you arive at 45 percent ? 

Captain Lanpavu. The General Store Supply Office had each of 
the shipyards and depots report the number of bales on hand and the 
percentage acceptable, and we worked it out on the basis of the re- 
ports received from the receiving activities. It is not a figure we 
picked out of thin air. 

Mr. Correr. We have a number of witnesses. We may have called 
some ourselves, but most of them I guess were submitted by the Navy, 
and they consist of A. C. Kornblum of the General Counsel’s Office; 
Webster of the Technical Specifications Division; A. W. Staudt, Field 
Service Division (Inspection), Office of Naval Material ; Commander 
Wengrovius, Supply Corps; and Capt. D. C. MacKenzie, Purchase 
Division, Bureau of Supplies; and there may be others. If any of 
you gentlemen wish to make any statement at this time, we would 
be very happy to hear you. 

Mr. Rreutman. Is there anyone present of those named who wishes 
to make a statement ? 

(Comdr. Donald Victor Wengrovius rose. ) 

Mr. RirntMan. Will you raise your right hand, please, and be 
sworn ¢ 

(Comdr. Donald Victor Wengrovius was duly sworn by Mr. 
Riehlman. ) 
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TESTIMONY OF COMDR. DONALD VICTOR WENGROVIUS, SUPPLY 
CORPS, ASSISTANT DIRECTOR, PROCUREMENT DIVISION, OFFICE 
OF NAVAL MATERIAL 


Commander Wenerovivus. I am Comdr. Donald Victor Wengrovius, 
Supply Corps, Assistant Director, Procurement Division of Office 
of Naval Material. 

Mr. Chairman, we submitted the list of witnesses, which we did 
in deference to Mr. Cotter’s request that we be prepared to discuss 
certain areas of this case. 

Mr. Correr. That is right. 

Commander Wenecrovivs. And I think, without asking them to 
come forward, if there are any other questions in these various areas, 
we could call upon them now. 

Mr. Correr. Perhaps you might be able to clear this up yourself. 
I still think the situation is very muddy with respect to who was sup- 
posed to do what about investigations of v: arious kinds. 

Commander Wencrovius. We have here a representative of the In- 
spector General’s Office, Captain Turner, and I think he might explain 
what his office does. 

Mr. Ixarp. Is there not somebody here who could just tell us what 
the procedure is? Is there not somebody here who knows the whole 
thing? 

Commander Wenerovius. I think I can give the procedure in gen- 
eral terms. 

Mr. Ixarp. Why not do that and let the captain check on you. 

Commander Wencrovius. Insofar as I know, the Inspector Gen- 
eral of the Navy, is the direct representative of the Secretary of the 
Navy and the Chief of Naval Operations to conduct such investiga- 
tions as they deem necessary and desirable. I believe in the majority 
of instances they confine themselves to investigations that involve the 
—_ ary Establishment or military personnel. With regard to investi- 

gating matters involving contractors or the commercial world, that is 
generally done by the Department of Justice. We develop such in- 
formation as we can and refer it to the Department of Justice if we 
deem it necessary. We have nobody in the service, to my knowledge, 
that is empowered to subpena civilian witnesses. 

The Office of Naval Intelligence will investigate those situations 
where the security of the Nation is involved in any respect. 

Mr. Correr. These memoranda were all marked “security infor- 
mation.” Would that give them jurisdiction? : 

Commander Wencrovivus. To my knowledge there is no separate 
means of classifying restricted, confidential, or secret information 
except to call it security information. 

Mr. Ikarp. Is everything you have done there classified ? 

Commander Wencrovius. No. 

Mr. Ixarp. I sometimes get that impression. 

Commander Wenerovivs. I think you must understand that we do 
have some responsibility toward the people with whom we do busi- 
ness. I think people have their reputations at stake in some in- 
stances. In this case I think you would agree when you get informa- 
tion concerning an individu: al without giving the indiv idual a chance 
to defend himself, that should be kept confidential. 
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Mr. Ixarp. I agree with that, but I cannot see why some infor- 
mation is restricted in the same way that information regarding the se- 
curity of the Nation is classified. It seems to me there should be 
two different kinds of classifications instead of this elusive security 
which makes it impossible to get information. 

Commander Wenerovius. I might agree with that insofar as the 
classification of correspondence and nonsecurity information, that is 
beyond me; but where the case revolves around the possible suspicion 
of fraud, it should be given some classification instead of being per- 
mitted to be seen by any and everybody. If we do not give it some 
classification we estop ourselves from getting other information. 

Mr. Ikarp. It seems to me every investigation we get into we have 
to go some place to get permission to see some document and have 
it declassified, and sometimes it has as much to do with real security 
as the calendar does, and that, frankly, is very annoying sometimes. 
At least, we have the impression—I should not say “we” because I do 
not want to speak for the chairman—but I have the impression some- 
times classification is used as a smokescreen to prevent investigation. 

Commander Wenerovivs. That is outside my responsibility, but in 
view of the fact we have only this one system of classification, if it 1s in 
that classification you must meet the requirements in order to see it. 

Mr. Ikarp. I understand your position entirely. 

Commander Wencrovivs. T would like to make a couple of state- 
ments on some of the things that have been brought out here. 

First of all, Mr. Ellis brought out the fact that we have laundry 
services. We do have laundry services ashore. In fact, I have made 
contracts for laundry services ashore, and it is a little cheaper, but 
it is only possib le as shore. 

Mr. Ellis also brought out this morning some condemnation over the 
fact we have one bureau that buys material, another bureau that in- 
spects it, and another bureau that uses it. As you gentlemen are 
aware, this is a big organization, and in any big organization I think 
you do need specialization of functions. We must depend on another 
fellow to do the job, and we do depend on another fellow to do the job. 

Another thing brought out this morning was the idea of withhold- 
ing money from a contractor to recover funds owed us. We do that 
commonly, 

Mr. Correr. There was no criticism of that, was there? 

Commander Wenerovius. There was an inferential criticism. 

Mr. Correr. I did not so understand it. Can you point it out ? 

Commander Wenarovivs. Maybe I misunderstood what was stated. 

Mr. Rreniman. I do not think anyone criticized that. 

Commander WEeNGrRovius. We would be criticized if we did not do it. 

Mr. Rrenuman. Certainly. 

Commander Wenerovivs. Another thing is, we are confronted here 
with a strange commodity, wiping rags. I do not think it is fair to 
adjudge the procurement system by this one type of commodity. There 
is no homogeneity to wiping rags. 

Mr. RreutMan. We only uncover a few of the items, but we have 
not been too happy with the inspection service of the Navy in a number 
of cases, so this is not an isolated instance. This thing of wiping 
cloths has been going on for many years, as Admiral Fox said, abiee th 
makes it all the more necessary for you fellows to do something 
about it. 
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Commander Wencrovius. I quite agree. I did not mean to imply 
the i inspec tion service was 100 percent good. : 

Mr. RreniMan. We do not expect perfection, but we do not like 
an unnecessary alibi for the service. 

Commander WENGRovius. I am not trying to ¢ alibi. 

Mr. Rreutman. The field of inspection has caused us a lot of head- 
aches, and it will continue, as far as I am personally concerned, until 
something is done about it. 

Commander Wenerovivus. I was trying to point out there is no 
homogeneity to rags at all. 

There has been a lot of discussion of the fact we have done noth- 
ing in the past 6 months about turning this case over to the Depart- 
ment of Justice. We have turned it over to the Department of 
Justice. 

Mr. Correr. I think that has been brought out clearly. It was 
brought out you did turn it over to them on October 28 of last year 
ow we also brought out that because there was an in: idequate investi- 

gation made by you and none by Justice, the Attorney General 
refused to prosecute; and also the fact the Navy had turned over 
inspection stamps to the contractor and made an adjustment when 
it discovered fraud. 

Commander Wencrovius. Had we known last May the facts dis- 
covered by the General Accounting Office, we would be 6 months 
ahead of where we are now. 

Mr. Correr. I am sure that is so, but are you not startled by this 
revelation that it could continue to exist for some time without your 
organization becoming cognizant of it? 

Commander Wenerovivs. I agree I am surprised. 

Mr. Rrextman. Anything more? 

Commander WenGrovius. Nothing more. 

Mr. Rreuuman. We appreciate your giving us this additional 
information. 

Mr. Perricorr. May I ask one question ? 

Mr. Correr. You have been given permission to file a statement, 
Mr. Petricoff. 

Mr. Rreuiman. You may ask a question. 

Mr. Perricorr. We are leaving the assumption nothing has been 
done after they rang up $17,000 from our company. We have shipped 
an awful lot of wiping cloths since then. If there is any complaint 
about those wiping cloths we ought to get out of the wiping-cloth 
business. Let them say what has happened since they took the $17,000 
from us. We still have contracts. Am I leaving this room with the 
idea we cannot make wiping cloths at all? We have more inspectors 
than workers. 

Mr. Ixkarp. We want you to leave with the idea the Government 
cannot be defrauded in wiping cloths. 

Mr. Rreni_man. And if we have more inspectors than we need, we 
hope they will detect what you are doing in defrauding the Govern- 
ment by selling inferior products. 

Mr. Perricorr. There are two sides to that. 

Mr. Rrenuman. You asked for it and we want to give the answer. 

Mr. Perricorr. We have shipped between 500,000 and 800,000 
pounds since then. 
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Mr. Ries_Man. That is not the question. The question is whether 
or not you people have complied with the contracts you had with 
the Navy, and whether the inspection was proper. 

Mr. Perricorr. There are two sides. 

Mr. RireunuMan. We are not happy about either one of them, and 
we hope this may be a lesson to the industry as well as to the inspectors. 

Lt. Comdr. A. J. Rarrcu. May I have the privilege of defending 
the Columbus Inspection te 

Mr. Rreuuman. Yes, sir. 

Mr. Correr. We give etainidy a chance to defend himself. 

Mr. Rreutman. What is your name? 

Commander Rarren. Lt. Comdr. A. J. Raitch, former assistant 
inspector of naval material at Columbus, Ohio. 

Mr. Rien uMaAn. be ill you raise your right hand and be sworn? 

(Lt. Comdr. A. J. Raitch was duly sworn by Mr. Riehlman. ) 


TESTIMONY OF LT. COMDR. A. J. RAITCH, FORMER ASSISTANT 
INSPECTOR OF NAVAL MATERIAL, COLUMBUS, OHIO 


Commander Rarrcn. Mrs. Reshan has made statements concern- 
ing certain defects in the inspection procedure of Clarke Gravevault 
Co, concerning rust in the rockets. I was in charge of that office at 
that time, and these reports reached our office from Hastings, Nebr 

Mr. Rrenuman. That is dealing with the rockets ? 

Commander Rarrcn. Yes. I immediately sent out Mr. Bever- 
idge, my civilian assistant, to investigate the complaint. He did 
investigate it and found out that the rust condition was becoming 
more and more prevalent between the time the rocket bodies were sent 
from Columbus, Ohio, to Hastings, Nebr., because they would have 
to be stored in Nebraska for 4 or 5 months before it was possible to 
load them. 

Mr. Correr. I thought they were painted before they were shipped. 
Mrs. Reshan was talking about rust that was painted. 

Commander Rarrcn. There was no rust at that time. The rust 
actually grew under the paint, under the rust preventive compound, 
and that occurred in storage. We did eliminate that fault by work- 
ing with the engineers. 

Now, then, to go to the Romanoff deal, I reported to the Columbus 
office on March 14, 1952, and the very night that I reported, somehow 
or other Mr. Romanoff found out I was going to be the officer assigned 
to inspection. He immediately started to hustle me around, to enter- 
tain me; he wanted to welcome me, and so on and so forth. 

Shortly after that I was able to rent an apartment, and he offered 
to send out a woman to clean my apartment for me before we moved 
into it. I told him never mind about that; the apartments are cleaned 
by the management. He still proceeded to do that. He sent the lady 
out there, and when she was through that day I paid her $2, and my 
wife conveyed her to her own home in our car, so I do not consider that 
a gratuity. 

“Mr. Correr. Would it he ‘Ip if you knew in another part of his state- 
ment Romanoff said you were a tough customer and he could not 
get to you, and you told him to go to the devil ? 

Commander Rarrcn. I was not aware of that. 
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Mr. Correr. That is in the statement. 

Commander Rarrcu. I wanted it on the record. 

Mr. Ixarp. I think he admits that in his statement. 

Commander Rarrcnu. | wanted this to 970 1n the record, that he 
offered to pay my hotel bill. Here is the bill. Here is the card where 
he tried to charge it to Grossman & Sons. I kept the check. 

Mr. Rreutman. Will you have it identified for the record for your 
own satisfaction ? 

Mr. Correr. Does that take care of it? 

Commander Rarrcn. Yes. I can sleep tonight. Thank you. 

Mr. Rrenuman. On behalf of the committee I would like to ex- 
press my appreciation to everybody who has come to testify before 
the committee. 

The committee stands adjourned. 

(Thereupon, at 4:55 p. m., an adjournment was taken.) 
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APPENDIX 





EXHIBIT 16 
STATEMENT OF HERBERT ROMANOFPF, CoLUMBUS, OunTO, MAy 28, 1953 


I, Herbert Romanoff, of 661 South Cassingham Road, Columbus, Ohio, make 
the following statements to Virgil H. Redwine, Jr., who has identified himself 
to me as an investigator of the General Accounting Office, United States Gov- 
ernment. These statements are made for the purpose of advising him and 
recording certain facts known to me, I have been advised that I do not have 
to make a statement, and no threats, promises of reward, or coercion have 
been used to induce me to make the statements. I have been fully advised of 
my rights under the Constitution of the United States, and I thoroughly under- 
stand that any statements made, or information furnished, by me, may be used 
against me in a court of law. 

I was employed by Grossman & Sons, 1974 South Fourth Street, Columbus, 
Ohio, in December 1949 and continued working for the company through Novem- 
ber 1952. I was employed as a salesman at $50 per week to promote the sale 
of wiping cloths, which was a product that had been added to the company’s 
line of business approximately 6 months prior to the time of my employment. As 
a salesman of wiping cloths, I was required to travel in Ohio and surrounding 
States for the purpose of calling upon prospective customers, and I continued in 
this capacity throughout my employment with Grossman & Sons. I received 
salary increases during the first 18 months and reached a peak of $125 per week 
during this period. 

In early 1952, Messrs. Ben Grossman, Arnold Grossman, Marvin Grossman, and 
Herbert Grossman informed me that in addition to my duties as salesman for 
the company I had been designated second vice president of Grossman & Sons, 
for the purpose of acting in the capacity of authorized representative of Gross 
man & Sons in the presentation of bids to agencies of the United States Govern- 
ment, for which I was to receive a montlily cash bonus of $2 per ton for all 
material inspected and shipped to the Navy Department. At such times as I 
attended bid openings as representative of Grossman & Sons for the purpose of 
submitting their bid on the furnishing of wiping cloths, I was provided with an 
original and two copies of partially prepared bid forms. It was my duty to inform 
Mr. Ben Grossman or any one of his sons (Marvin, Herbert, Arnold) by telephone 
immediately prior to the time set for receiving bids as to how the situation looked 
and sounded from my contacts with representatives of other bidders present. 
I would then be instructed as to the price which I was to insert on the bid form 
prior to signing and presenting it to the Government agency representatives, | 
did not at any time have the authority to determine the price and submit a bid 
for Grossman & Sons. My authority was limited to the signing for Grossman & 
Sons as second vice president, as instructed at the moment. 

I have never, at any time, owned any shares of stock or other interest in the 
Grossman & Sons Co., and to my knowledge no shares of stock or other interest 
in Grossman & Sons have ever been assigned to me. I have never attended a 
meeting of the stockholders or corporate officers of Grossman & Sons, nor have 
I ever been notified that such a meeting was to be held. In other words, I always 
considered myself to be an employee of Grossman & Sons and not an officer of 
the company, and was so treated by Ben Grossman and his sons in their official 
capacity. 

After Grossman & Sons received contracts for the furnishing of wiping cloths 
to the Navy Department I was required to spend a major part of my time at their 
plant for the purpose of entertaining Government personnel assigned to or visit 
ing the Grossman plant in connection with wiping-cloth contracts. The enter 
tainment and the furnishing of gratuities to Government personel was for the 
purpose of gaining their confidence and trust in order that they would believe 
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Grossman & Sons Co. was above reproach, and that the materials furnished under 
the contracts would be beyond questioning AS a resuit ol iN efforts, Grossman 
& Sons enjoyed the confidence and esteem of the Government personnel. This 
enabled Grossman & Sons to devise and carry out various schemes, tricks, and 
practices designed to defeat the prescribed inspection procedures of the Govern 
nent agencies, resulting in the substitution of inferior quality material in their 
the profits of Grossman & 
Sons Che schemes devised and used are discussed in detail hereinafter. 

In the fulfillment of my duties of entertaining Government personnel I was 
authorized by Ben Grossman and his sons to sign charge accounts at the Neil 
House, Clarmont restaurant, Marzetti’s restaurant, Earl Sculler Jewelry Co., 
as well as other established accounts in the city of Columbus. I was furnished 
cash as required on many occasions by Ben Grossman, Arnold Grossman, Herbert 
Grossman, and Marvin Grossman, which I understood was from the company’s 
petty-cash fund. On each occasion that cash was furnished to me, I was required 
to advise the officer of the company furnishing it as to why it was needed and 
the purpose for which it was to be spent. I was always required to make an 
accounting for all cash furnished and to return any not spent 

My association and experience with the several officers and employees of the 
Navy Department during the years 1950, 1951, 1952 is discussed hereinbelow 
under individual names. I am presenting all facts now known to me concerning 
such personnel. 


shipments on the contracts, which greatly increased 





(a) James H. Case, inspector in charge, Columbus, Ohio 


Mr. Case was a diligent inspector and during his assignment at Grossman & 
Sons plant he made every effort to assure the furnishing of wiping cloths meet 
ing the contract specifications. Mr. Case accepted no favors or gratuities during 
my association with him, with the exception of a nominal “going away” present 
when he was transferred to Cleveland, Ohio. 


(6b) Foster O. Beveridge, senior staff assistant, AINM, Columbus, Ohio 


When Mr. Beveridge moved to Columbus he occupied a rented house, A lamp 
nd a hassock were procured from Carroll’s Town & Country Furniture Co. and 

presented to Mr. Beveridge, at the expense of Grossman & Sons. I frequently 
entertained Mr. Beveridge at the Neil House, Clarmont restaurant, and Marzetti’s 
restaurant, where I paid for all meals and other services furnished to him. 
I also entertained him in my home. I bought, on the account of Grossman & Sons, 
at Smith Bros. Hardware Co., a fishing rod and reel and presented these to Mr 
Beveridge. Arnold Grossman bought a set of four tires for Mr. Beveridge’s auto 
mobile. These tires were purchased from Katz Tire Co., Columbus, Ohio. On 
several occasions I purchased, at the expense of Grossman & Sons, tickets for 
football games at Ohio State University, and presented these tickets to Mr. 
Beveridge. 

I was not aware of any conscious return of the favors by Mr. Beveridge, but 
as a result of his acceptance of gratuities any suspicions he might have had 
concerning Grossman & Sons Co. were quieted. In other words, Mr. Beveridge 
came to trust Grossman & Sons Co. 


(c) Carl F. Graber, assistant inspector-director, Columbus, Ohio 


In order to close Mr. Graber’s eyes, I would take him to lunch occasionally. 
At my suggestion, Mr. Graber accepted approximately 300 used cloth flour bags, 
which I understand his wife used to make dishtowels for their own use. Mr 
Graber never requested any favors from me, and I never gave him anything of 
cousequence Mr. Graber inspected wiping cloths at the Grossman plant 
occasionally 
(d) Robert A. Hagans, Navy inspector 
ans was in and out of Grossman & Sons plant as an inspector. His 
actions and conduct in the plant gave the impression that he considered himself 
to be what might be called a big operator. Mr. Hagans was taken to the resi- 
dence of a female sexual deviate (Fellatrice) by me. I did not always accom- 
pany him into her house, but gave him an envelope containing cash to pay for her 
services (Fellatio). This was repeated on several occasions in 1951 and 1952. 

His personal automobile was winterized at a cost of approximately $18 in 1951 
and was charged to Grossman’s account at Sohio station, Bartham and High 
Streets. Grossman’s mechanic did general work on his automobile as authorized 
by Arnold Grossman. 
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In return for such favors the inspection by Mr. Hagans was very lax, and he 
spent much time in my office and that of Ben Grossman, drinking Grossman’s 
liquor. I purchased a Masonic emblem ring for Mr. Hagans at Earl Seuller 
Jewelry Co., charged to Grossman & Sons account. 

(e) Jeanne F. Miller, Navy inspector 

This inspector was at the plant steady for a short period, until I requested her 
transfer because of her talkative nature and pugnacious disposition. I took her 
to lunch regularly while she was there. Mr. Beveridge effected her transfer. 
She was easily duped on her inspections and especially on moisture tests of 
Wiping cloths. 


(f) Mary FE. Reshan, Navy inspector 


Mrs. Reshan did not know inspection procedures. She believed everything 
Marvin Grossman, Herbert Grossman, and I told her about anything. I would 
take or send her home by private auto or taxicab daily, unless she desired on 
occasions to ride a bus to downtown. I would take her to my office or that of 
Ben Grossman for the purpose of giving her drinks of whisky, which she en 
joyed. This was done at least 3 or 4 times per week, when we wanted her re- 
moved from the plant in order that we could use her anchor inspection stamp or 
move bales of inferior cloths from quonset hut to the building containing smal 
concealed baler, or if Petricoff, of the Leshmer Corp., Hamilton, Ohio, or other 
representatives of the wiping-cloth industry visited the plant as we did not want 
them to question her regarding our inspection procedures. 

Mrs. Reshan was habitually furnished her lunch by Grossman & Sons in the 
company restaurant, Clarmont restaurant, or nearby drive-in restaurant in the 
company of one of the Grossmans or myself. She was authorized to use Gross 
man’s charge account with the Green Cab Co., and this she did as she wished 

Mrs. Neshan was not alert in her inspection duties, particularly as related to 
the required “moisture content” tests. On one ocension she observed Mack 
Turner, a drying-machine operator, remove a rag from his pocket and place it 
ina dried sample of cloths in order to increase the weight. She did not recognize 
the significance of this, even though it was brought to her attention by an em 
ployee of Grossinan who was assisting her in inspection I was present and 
observed this episode 

She never watched weighing of bales, loading of cars, or sealing of cars. She 
did not stamp shipping tags. 

She signed blank Government bills of lading as requested by Herbert Gross 
man, Marvin Grossman, or me. These would be held by Mrs. Jean Bramscomb, 
office manager for Grossman, until Cars were loaded, after which they were filled 
out by Mrs. Bramscomb or Evelyn . another office employee 
Forms [D1)-250, inspection reports, were also signed in blank and handled in the 
same manner as Government bills of lading. Bales of cloths were never weighed 
while she was inspector. 

On several occasions I called Mary Reshan at her home and told her that we 
would not need inspections on that day, and that if her office inquired for her I 
would advise them that she was not then available, but I would have her call. 
On these occasions she would not come to the Grossman & Sons plant. Sometimes 
her office would call, and I would do as promised. This practice was also followed 
on the days Mrs. Reshan left the Grossman plant early. 


(g) Lt. Comdr. W.C. Groves, inspection administration officer 


I was very close to Lieutenant Commander Groves from 1950 through August 
1952, during which period he periodically visited the Columbus office of Ainsmat, 
and at such times he would also visit the Grossman plant for the apparent 
purpose of checking production and procedures relating to the Navy contracts 
held by Grossman & Sons. On such visits he was entertained in the office of 
Ben Grossman or in my office; drinks were always served. He was also enter- 
tained by me in the evenings at the Neil House, Marzetti’s, and Clarmont restau- 
rants, with all bills being paid by Grossman & Sons. Lieutenant Commander 
Groves was hot permitted to pay for his hotel rooms, meals, drinks, or other 
entertainment at any time; all such being at the expense of Grossman & 
Sons. I either made the payments in cash myself or charged them to the 
accounts of Grossman & Sons. This practice was followed through the years 
1950, 1951, 1952. 

He was also frequently entertained by a female sexual deviate (Fellatrice.) 
I would take him to the house of Fellatrice, on some occasions, and on other 
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occasions I would call her and she would come to his room at the Neil House 
Payment for these services (Fellatio) was always made by me in cash, fur- 
nished by Grossman & Sons 


On one occasion Lieutenant Commander Groves told me that he had left his 
watch in Cleveland, and I mentioned this to my uncle, Ben Grossman, who 
instructed me to make Lieutenant Commander Groves a present of my wrist- 
\ h, which I did. It was accepted and worn by him. He offered to return 


the watch to me on his next visit to Columbus, but I refused to accept its return 
Lieutenant Commander Groves called me by telephone from West Virginia and 
requested me to loan him $20. I, in turn, called Arnold Grossman, who sent $25 


by Western Union to Lieutenant Commander Groves. This was in 1952. Lieu- 
tenant Commander Groves later tried to repay this money to me, but I refused 
to accept it 

I also purchased, on the account of Grossman & Sons, several Ronson lighters, 
of different models, and presented them to Lieutenant Commander Groves. On 


one occasion I purchased and presented to Lieutenant Commander Groves a 
Parker 51 pen-and-pencil set for his birthday. 


(h) Lt. Comdr. A. J. Raitch, assistant inspector of naval material, Columbus, 
Ohio 

When Lieutenant Commander Raitch transferred to Columbus I entertained 
him and his wife on several occasions. Herbert or Marvin Grossman had me 
send one of the female employees of Grossman & Sons to clean and prepare 
Raitch’s house for his occupancy. On several occasions I entertained Lieutenant 
Commander Raitch at the Clarmont, Marzetti’s restaurants and at the Neil 
House for meals, drinks, ete. He would not permit me to pay for his hotel 
rooms in Columbus. As usual, this was done for the purpose of duping Lieuten- 
ant Commander Raitch, and I consider that the operation was very successful. 

In 1950, Grossman & Sons entered into a contract to furnish wiping cloths to 
the United States Navy. In order that a good profit could be realized in the ful- 
fillment of this contract a practice was adopted whereby the Navy inspectors 
would be prevented from adequately inspecting the wiping cloths furnished by 
Grossman & Sons. This scheme was explained to me hy Herbert Grossman and 
he instructed me that he and I would put it into effect. The scheme was some 
what as follows: 

Wiping cloths were baled and stored in a quonset hut (building) from which 
they were loaded to trailers for hauling to the railroad siding on the Grossman 
property. The ordinary procedure of the Navy inspector was to select at random 
nine bales for each railroad car to be loaded, Herbert Grossman advised me that 
specially prepared bales had been placed at random on the crust of the storage 
stacks and these bales were placed in such manner that Grossman’s employees 
could identify and pull them for the inspection. The employees were instructed 
to furnish these special bales to the inspector regardless of whether they were 
designated by him as samples. This they did on all occasions. The sample 
bales which contained specially selected material were always passed by the 
inspectors, after which we were able to load the cars with other bales from the 
stacks which contained inferior materials. The cloths contained in the sample 
bales were rebaled and replaced in the stacks for use in subsequent inspections 
Thus the inspectors were prevented from examining the wiping cloths which 
were actually loaded and shipped in fulfillment of the Navy contract. Mr. Case, 
inspector at this time, watched the weighing, loading, and sealing of cars, 
but did not suspect that he had been duped. This practice was continued until 
Mr. Case was transferred and a new inspector assigned. 

Mr. Beveridge succeeded Mr. Case and a similar scheme was devised by 
Herbert Grossman, Marvin Grossman, and Ben Grossman, which was as follows: 

A supply of specially prepared bales was concealed near the stacks and these 
would be substituted by the workmen for bales designated for inspection. In the 
event the inspector remained too near the bales his attention would be drawn 
by me, or Herbert Grossman, or Marvin Grossman, to some phase of the 
laundering procedure and while his attention was so diverted the designated 
bales would be transferred to the inspection room. 'They would subsequently be 
rebaled and returned to the place of concealment for use on the next inspection. 
This practice was continued until Grossman & Sons procured and installed a 
50-pound capacity, rapid production, “consolidated” baler. 

The new baler was installed in the rag-storage building, which had been 
previously used for storage of general raw stock only. The Navy personnel were 
not informed of the installation of the new baler—in fact, the baler was care- 
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fully concealed from all Navy personnel and I was emphatically instructed by 
Ben Grossman, Arnold Grossman, Herbert Grossman, and Marvin Grossman 
to never mention the existence of the baler to Navy personnel or other persons 
interested in any way in Government contracts. I was also instructed to exercise 
precautionary measures to prevent Navy personnel from discovering said baler 
At such times as Government representatives visited the Grossman plant the 
said baler would be concealed by surrounding it with stacks of compressed bales 
of rags, weighing approximately 1,200 to 1,500 pounds each. 

In order that the new baler could be used as planned a new scheme was devised 
and put into practice. This new practice was as follows: 

One thousand pound bales of wiping cloths designated for the Government 
(Navy) would be loaded onto trailers and would be delivered to the rag-storage 
building, which now housed the new baler. The baler men would break open the 
1,000-pound bales and rebale these rags on the new 50-pound rapid production 
baler. From this baler they would be londed directly into the railroad cars for 
shipment, without the Navy inspectors being aware of this operation. On several 
occasions I accompanied my uncle, Ben Grossman, Marvin Grossman, and Herbert 
Grossman to the new baler and pointed out the type of rags that was being sent to 
the Navy, and | told them on such occasions that such poor material is bound to be 
rejected, but I was told by them that there was no inspection at destination, and 
that I should not concern myself any further. Uncle Ben Grossman also told me 
that these rags Were as good as any being supplied by his competitors. After 
these reassurances and instructions from my employers, I made no further 
protests. 

In furtherance of the above scheme approximately 400 to 700 (50-pound) bales 
of first-quality wiping cloths were stacked in the original baling room, and 
Navy personnel were led to believe that these bales were baled and placed there 
each day and that all railroad cars loaded for shipment on Navy contracts were 
loaded from this supply. Actually, these bales were never moved, except that 
sample bales were selected from these stacks and furnished to the Navy inspector 
for inspection purposes, after which they were rebaled and returned to the 
stacks. Approximately twice each month it was necessary for one of the laborers 
to brush the accumulated dust from these stacks. 

Grossman & Sons were notified in the summer of 1952 by the New York pur- 
chasing office (Navy) that many cars of wiping cloths were being rejected and 
returned for replacement. Herbert Grossman and I were then sent to New York 
by Uncle Ben Grossman to attempt a negotiation with Lieutenant Yarbrough 
We attempted to negotiate a settlement on cars of wiping cloths which had been 
rejected but were unsuccessful. We then returned to Columbus 

About 1 week later Lieutenant Yarbrough advised Herbert Grossman that he 
was now ready to discuss settlement of the rejected material. I was sent to New 
York by Ben Grossman and his sons, with proper instructions. I was told to 
accept any reasonable offer of settlement. I conferred with Lieutenant Yar 
brough but was unable to effect a settlement. I told Lieutenant Yarbrough that 
if he would inspect at all receiving points he would fitd much more material 
furnished on previous contracts which should be rejected 

After satisfactory relationship had been established with Mr. F. G. Beveridge, 
Carl Graber, Jeanne Miller, and Mary Reshan, Herbert Grossman requested me 
to procure the Navy inspection stamp from the inspectors, in order that Navy 
shipping tags could be stamped by an employee of Grossman & Sons. I presented 
this question to Mr. Beveridge and Mr. Graber and explained to them that the 
stamp would be used to prepare tags for material being inspected to expedite 
shipment and that if such material were rejected the stamped tags would not be 
used until it had been passed. They agreed to this proposition and thereafter 
the inspectors “anchor” stamp was handed to me by the inspector on duty, 
daily, and I would hand it to Jean Bramscomb, who would turn it over to Lottie 
Pratt or Evelyn ae _., Who would actually stamp Navy shipping 
tags in the locked office of Herbert Grossman. This was continued by Lottie 
Pratt until termination of her employment, after which it was continued by 
Evelyn ; _. and one of the other girls in the office. This practice 
enabled Grossman & Sons to stamp as many shipping tags as they desired and 
to ship as many railroad cars of baled wiping cloths on Navy contracts as they 
might desire, without the knowledge of any of the Navy personnel. The stamp- 
ing of the tags was never limited to quantity sufficient to ship the material being 
inspected. As discussed elsewhere in this statement, the inspection of material 
by Navy personne! became farcical and a joke, as little of the inspected material 
was ever shipped. 
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In order to complete the above plan of shipment it was sometimes necessary 
for Grossman & Sons to have available Government bills of lading and Navy 
inspection reports (Form DD 250). These forms were furnished in blank by the 
AINM in Columbus, as requested from Mr. Beveridge or Lieutenant Commander 
Raitch. These requests were usuaily made by me or Herbert Grossman. These 
forms would be sent to Grossman & Sons plant, in care of the Navy inspector 
on duty, who would sign several forms in blank and hand them to the office 
girls, who would complete the forms covering the cars to be shipped. These 
forms were signed in blank by inspector Mary Reshan 

A further step in this plan required the preparation of metal seals, which were 
| loaded cat A supply of the blank seals was kept in the office of 
Jean Bramscomb. Inspector Mary Reshan would deliver her metal Navy stamp 
to me, Marvin Grossman, or Jean Bramscomb for the purpose of affixing the 
anchor imprint on the metal seals. Employees of Grossman & Sons would then 
place these seals upon the railroad cars containing bales of wiping cloths con- 
signed to Navy installations. As shown herein such shipments had never been 
seen by any Navy personnel 


used to sea 


In addition to the other schemes described above, it was a general practice to 
fake the moisture content tests which are required to be made by the Navy 
inspector on eacn carload shipment. The tests are made as follows: 

fen pounds of wiping cloths are withdrawn from the bales of inspected mate 
rial and placed in a commercial laundry tumbler for a specific period of time to 
remove all moisture from the cloths. By comparing the weight of the cloths when 
removed from the tumbler with the weight of the same cloths when put in, the loss 
of weight represents the moisture content In order to show a lesser moisture 
content, employees of Grossman & Sons were instructed by Herbert Grossman, 
Marvin Grossman, Richard Shuhman, or me, to sneak additional rags into the 
sample lot either at loading or unloading of the tumbler At times this was 
overdone, and upon return to the test scales the sample lot would actually weigh 
more than 10 pounds, the weight of the lot before the drying operation. 

I do solemnly swear that the foregoing statement, consisting of nine typed 
pages, each of which has been read by me, and each of which I have initialed, is 
true and correct to the best of my knowledge and belief 

HERBERT ROMANOFF. 


Subscribed and sworn to before me at Columbus, Ohio, this 28th day of May 
1953 
Vircit H. Repwine, 
Investigator. 


By authority of the Comptroller General of the United States pursuant to sec 
tion 297, Revised Statutes, as amended. 

Prior to giving above statements to Mr. Redwine I consulted my attorney, Mr. 
M. Robins, and told him what I intended to do, and discussed with him the details 
of matters to be included. He advised me that I was making statements against 
my own personal interest and that such statements could be used against me. 
With full knowledge of this, I still choose to make the statements. 


HERB ROMANOFF. 
[Copy] 
MIL—C—15002 (SHIPS) 
15 November 1949 
EXHIBIT 26 


MILITARY SPECIFICATION 


COTTON 





CLOTHS, WIPING, 








1. CLASSIFICATION 
1.1 Type.—Wiping cloths shall be of but one type as hereinafter specified. 
1.2 Class.—The wiping cloths shall be of the following classes as specified 

(see 6.2): 

Class 1—Unused fabrics. 
Class 2—Reclaimed fabrics. 
1.3 Color—The wiping cloth shall be furnished in the following colors as 

specified (see 6.2): 

Undyed. 

Mixed colors (which may include undyed cloths). 
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2. APPLICABLE SPECIFICATIONS AND CTHER PUBLICATIONS 
2.1 Specifications.—The following specifications, of the issue in effect on date 
of invitation for bids, form a part of this specification : 
Federal Specification 
CCC-T-191—Textiles : General Specifications, Test Methods. 
Navy Department Specification 
General Specifications for Inspection of Material. 

(Army.—Copies of specifications should be obtained from the procuring agency 
or as directed by that agency. Both the title and identifying number or symbol 
should be stipulated when requesting copies. ) 

(Navy.—Copies of Federal, Military (including Joint Army-Navy and National 
Military Establishment specifications) and Navy Department specifications may 
be obtained upon application to the Bureau of Supplies and Accounts, Navy 
Department, Washington 25, D. C., except that activities of the Armed Forces 
should make application to the Supply Officer in Command, Naval Supply Center, 
Norfolk 11, Va. soth the title and identifying number or symbol should be stipu 
lated when requesting copies. ) 

{Air Force.—Copies of Federal and Military specifications (including Joint 
Army-Navy and National Military Esctablishment specifications) may be ob 
tained upon application to the Commanding General, Air Materiel Command, 
Wright-Patterson Air Force Base, Dayton, Ohio. Both the title and identifying 
number or symbol should be stipulated when requesting copies. ) 

(Marine Corps.—Copies of Federal and Military specifications (including Joint 
Army-Navy and National Military Establishment specifications) may be obtained 
upon application to the Quartermaster General, Headquarters U. 8. Marine 
Corps, Navy Department, Washington 25, D. C., or the Depot Quartermaster, 
Marine Corps Depot of Supplies, 1100 South Broad Street, Philadelphia 46, Pa 
Both the title and identifying number or symbol should be stipulated when 
requesting copies. ) 

2.2 Other publications.—The following publications, of the issue in effect on 
date of invitation for bids, form a part of this specification : 

Military Standard 

JAN-STD-105—Sampling Inspection Table for Inspection by Attributes. 
Bureau of Supplies and Accounts Publication 

Navy Shipment Marking Handbook. 

(Copies of Military Standards and the Navy Shipment Marking Handbook 
may be obtained upon application to the Bureau of Supplies and Accounts, Navy 
Department, Washington 25, D. C., except that activities of the Armed Forces 
should make application to the Supply Officer in Command, Naval Supply Center, 
Norfolk 11, Va.) 


3. REQUIREMENTS 


3.1 Material. 

3.1.1 Class 1.—Class 1 wiping cloths shall be of soft, absorbent cotton fabrics, 
free from stain, dust, abrasive material and alkali. The wiping cloths shall con- 
sist of clean mill ends or remnants. Terry woven fabrics, heavily napped fabrics, 
mesh fabrics having openings larger than %-inch square, fabrics woven with 
hard twisted yarns, and starched or stiffened fabrics, will not be acceptable 

3.1.2 Class 2. 

3.1.2.1 Class 2 wiping cloths shall be of soft, absorbent cotton fabrics, free 
from stain, dust, abrasive material and alkali. The wiping cloths shall consist 
of fabrics reclaimed from household articles, or garments, or may be mill ends 
or remnants. Mesh fabrics having an opening larger than %-inch square and 
weighing less than 8 ounces per square yard, badly worn or tender fabrics, dis 
carded American flags or remnants thereof, and fabrics which have been dyed 
to obliterate stains or other defects, will not be acceptable. 

3.1.2.2. Sleeves, trouser legs, and tubular garments shall be cut open, and 
straps, buttons, hooks, pins, elastic bands, and such trimmings and ornaments 
shall be removed from the cloths. On cloths weighing more than 6 ounces per 
square yard, all pockets and reinforcements shall be removed and the trouser 
cuffs shall be opened. 


3.2 Size. 
3.2. Class 1.—Each wiping cloth shall have an area of not less than 2 square 


feet and be not less than 9 inches wide and not more than 44 inches long 
Cloths which have been sewn together to obtain the minimum size will be 
acceptable provided not more than two pieces of fabric have been used. 
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3.2.2 Class 2.—Each wiping cloth shall have an area of not less than 2 square 
feet and shall be not less than 10 inches wide and not more than 36 inches long. 
Cloths which have been sewn together to obtain the minimum size will be 
acceptable provided not more than two pieces of fabric have been used. 

3.3 Weight. The wiping cloths shall not weigh more than 9 ounces per 
Square yard nor less than 2 ounces per square yard. At least 65 percent of the 
cloths in each bale shall weigh between 2 and 6 ounces per square yard. 

3.4 ibsorbency.—When tested in accordance with 4.3.2, the cloths shall be 

considered absorbent if the water and oil are absorbed into the fabric within 

30 seconds However, if the water or oil is not absorbed but remains wholly 

or partly as a film on the surface of the fabric or on the supporting surface, the 
th shall be considered nonabsorbent. 

3.0 Washing and sterilization.— 

5.1 Class 1.—Class 1 wiping cloths may be washed. 

) 


oS Class 





) ) 


Class 2 wiping cloths shall be washed and sterilized (this 
processing shall be done within the continental limits of the United States). 


» 


ms) 

3.6 Invoice weight.—The invoiced weight shall be on the basis of adjusted net 
weight of the wiping cloths, i. e., dry weight, as determined in 4.3.1, plus a 
moisture regain of 7 percent (see 6.2). Where the cloths have a moisture regain 
of more than 10 percent, the entire lot shall be rejected. 

3.7 Workmanship.—The wiping cloths shall be clean, dry, and free from 
objectionable odor. 


(See 6 


4. SAMPLING, INSPECTION, AND TEST PROCEDURES 

1.1 Sampling. 

4.1.1 Lot.—lor purposes of sampling, a lot shall consist of not more than one 
earload of wiping cloths of one class and color offered for delivery at one 
time. 

4.1.2 Sampling for visual inspection.—Sampling for visual inspection shall 
be in accordance with Standard JAN-STD-105. The Acceptable Quality Level 
shall be 4 percent. An item of product shall be one pound of cloths. A sufficient 
number of bales shall be selected by the Government inspector to make up the 
required sample poundage. 

1.1.3 Sampling for tests—From each of the bales selected in accordance 
with 4.1.2, the Government inspector shall take three samples, each contain- 
ing approximately 1 pound of cloths. Two of the samples shall be taken from 
opposite sides of the bale and the third from near the center. If scales are 
available at the time of sampling, the samples shall be weighed immediately 
after removal from the bales. If scales are not available, the samples shall be 
placed immediately in airtight containers and sealed and forwarded to the 
laboratory designated by the bureau or agency concerned for moisture regain 
determinations. 

42 Inspection. 

$2.1 Weight (cloths 6 to 9 ounces per square yard)—To determine con- 
formance with 3.3, each of the sample bales selected in accordance with 4.1.2 
shall be sorted in 3 piles: 

a) Acceptable cloths weighing 2-6 ounces per square yard. 





(b) Acceptable cloths weighing 6-9 ounces per square yard. 


(c) Non-acceptable cloths of all types (for inspection of 4.2.2). 
If the weight of cloths in pile (b) exceeds 35 percent of the combined weight of 
piles (a) and (b) for any bale, the entire lot shall be rejected. 

1.2.2 Visual inspection.—The sample shall be examined for conformance with 
section 3. When the absorbency of a cloth is in doubt, the method of 4.3.2 shall 
be used by the Government inspector. Non-conforming cloths in each selected 
bale shall be set aside and weighed. If the total weight of non-conforming cloths 
in the sample exceeds the applicable acceptance number (in pounds), the entire 
lot shall be rejected. 

4 3 7 € sts.,- ~ 

4.3.1 Moisture regain.—From at least 3 of the sample bales selected in accord- 
ance with 4.1.2, samples shall be taken as specified in 4.1.8. The “dry weight” 
shall be determined by drying the test samples in an oven at 221° to 230° F. 
(105° C.) until the weights of the cloths from two consecutive weighings, taken 
not less than 10 minutes apart, differ by not more than 0.1 percent of the first 
of the two weights. The moisture regain is the difference between the weight 




























































i 
: 
: 


NAVY PROCUREMENT OF WIPING CLOTHS LOY 


of the cloths as sampled (Wo) and their “dry weight” (Wd), expressed as a 
percentage of the dry weight, that is, 
Wo-—-Wd 
Moisture regain (percent) = X100 
' wa 

If the average moisture regain of the individual samples exceeds 10 percent, the 
entire lot shall be rejected. 

1.3.2 Absorption.— 
The samples shall be laid on a nonabsorbent surface and several drops 
of water and a light machine oil applied. After 30 seconds the sample shall be 
examined and the absorption or nonabsorption of the water and oil reported 

4.3.2.2 In cases of dispute, drops 0.04 milliliter in volume shall be applied 
through a capillary by allowing the drops to fall freely into the material from 
a height of 44 to 2 inches. 
5. PREPARATION FOR DELIVERY 

5.1 Baling.— 


5.1.1 Weight and cubic content of bales.—The bales shall conform to the 
following requirements, as specified: 


oe 
_ 


Net weight in pounds Volume in cubic feet 
45 to 55 2% to 3% 
90 to 110 5 to 7 
540 to 660 25 to 35 


5.1.2 The wiping cloths shall be prepared for shipment to permit acceptance 
by carrier for transportation at the lowest applicable rate and to afford maxi 
mum protection from normal hazards of transportation. 

5.2 Marking.—In addition to any special marking required by the contract 
or order, shipping containers shall be marked in accordance with the Navy 
Shipment Marking Handbook. 

6. NOTES 

6.1 Intended use—Wiping cloths covered by this specification are intended 
for use on machinery and for paint and miscellaneous cleaning. 

6.2 Ordering data.—Requests, requisitions, schedules and contracts or orders 
should specify the following: 

(a) Title, number and date of this specification. 

(b) Class of cloths (see 1.2) and color (see 1.3). 

(c) Size of bales (the larger bales conform to general commercial practice 
and should be purchased whenever practical) (see 5.1.1). 

(d) That a certified copy of any affidavit by a responsible officer of the 
contractor’s organization, be submitted with each shipment to the effect 
that the cloths furnished have been washed, sterilized, and dried within 
the continental limits of the United States. (See 3.5.2.) 

(e) That net invoice weights governing payment will be on the basis of 

net weight of deliveries with a moisture regain of 7 + 1 percent. (See 3.6). 

6.3 Copies of this specification may be obtained upon application to the Bureau 
of Supplies and Accounts, Navy Department, Washington 25, D. C., except that 
activities of the Armed Forces should make application to the Supply Officer 
in Command, Naval Supply Center, Norfolk 11, Va. Both the title and identify- 
ing number or symbol should be stipulated when requesting copies 

Notice.—When Government drawings, specifications, or other data are used 
for any purpose other than in connection with a definitely related Government 
procurement operation, the United States Government thereby incurs no re- 
sponsibility nor any obligation whatsoever; and the fact that the Government 
specifications, or other data is not to be regarded by implication or otherwise 
as in.any manner licensing the holder or any other person or corporation, or 
conveying any rights or permission to manufacture, use, or sell any patented 
invention that may in any way be related thereto. 
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